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WHAT EVERY DIRECTOR SHOULD KNOW 


G. CORSON ELLIS 
A. T. Kearney & Company 


Tue past 13 years have provided few 
tests of management. Five years of war, 
five years of peacetime economy bolstered 
by the pent-up demand of the previous 
war, and three more years of another 
war have provided an era of prosperity 
at a level heretofore unknown. 

During this time many sales depart- 
ments have been more concerned with 
allocations of available products than they 
have been with selling. Many produc- 
tion departments have been laboring to 
get out the goods, almost regardless of 
cost. Financial departments have for- 
gotten the lessons of 1932. Executive 
staffs, exhausted by 13 years of strenuous 
battling, have begun to form casualty 
lists. 

It is small wonder that investors, cred- 
itors, and boards of directors have been 
overly satisfied by financial results which 
do not yet reveal possible malignant 
growths lurking behind the income state- 
ment and the balance sheet. Truly, black 
ink is a narcotic. 


BLACK-INK NARCOSIS REQUIRES A “CURE” 


These conditions, not apparent from 
casual or even detailed examination of 
financial results, are cause for true con- 
cern by the director charged with man- 
agement. Since such conditions may exist, 
it follows that this is the time for self- 
appraisal and for a critical examination 
of those factors which make for long- 
range success. 


One of the principal attributes of a 
good director must be the ability to ask 
discerning questions and to root out the 
malignancies that lie beneath the balance 
sheet. It is a relatively rare ability, but 
no board is complete unless it has men 
who can penetrate beneath the surface, 
and who have the courage to do so. 

What are the important questions? 
There are five: 


1. Does the top-management group 
and each important functional subgroup 
comprise a well integrated, well-informed, 
and well coordinated team? 

2. Does management operate on a 
planned and controlled basis, and does it 
formulate its plans and policies on the 
basis of adequate factual material and 
careful study? 

3. Have its sales policies and efforts 
improved, and will they continue to im- 
prove? Or, at least, will they maintain 
the relative position of the company in 
the industry? 

4. Are its facilities and operating 
methods such that it can compete effec- 
tively and profitably? 

5. Is its financial condition adequate 
for its needs? 


SELF-APPRAISAL MAY BE PAINFUL 


Notice that the question pertaining 
to the management team and the way 
that it works together is put at the head 
of the list. Is the organization a har- 
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monious group, or are there those whose 
self-interests transcend the interests of the 
managerial team? Who is the next presi- 
dent? Who will succeed the vice-presi- 
dent of sales—of manufacturing? Is each 
major function managed by a competent 
individual, qualified by education, ex- 
perience, and temperament? Does each 
functional manager have one or more 
potential successors? If not, what needs 
to be done to develop this succession? 

Are authority and responsibility clearly 
defined? Does each man know his place 
on the team? Are the major functions, 
such as sales, production, personnel, con- 
trol, finance, and engineering, properly 
balanced? 

Does top management make all the 
decisions, or is it creating the habit of 
decision among the lower echelon in the 
belief that this is the only way in which 
managers develop? 

Does management operate according 
to a plan? Has anybody ever set down 
on paper a five-year forecast of financial 


resources and requirements? Is there any 
long-range plan to improve its position 


in the market? Is there a plan for re- 
placement of physical facilities or per- 
sonnel? Is there a long-range plan of 
product development? Not one company 
in 20 in the United States has even 
thought of such a plan. 


FACTS SIMPLIFY CONTROL 


Are these plans predicated on factual 
information? Is management aware of 
long-term economic trends in its industry? 
Is the industry growing, declining, or is 
it static? What is the relationship of 
the replacement market to the whole? 
To what extent has the market been 
abnormally expanded since the war? 
What is the effect of competitive condi- 
tions, such as the relationship of industry 
capacity to normal sales? 
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Does management attempt to budget 
each executive and supervisor so that 
he may operate within predetermined 
limits? In other words, does management 
have over-all control; or does it try to 
control in detail, which is no control at 
all? Is cost accounting up to date? Is 
it meaningful? Is it used as a tool of 
control? Is the financial or control de- 
partment of the company regarded as 
the servant of the others? Is it equal to 
other departments in importance, or is it 
regarded as “those damn bookkeepers”? 
Are production and inventory control 
operating properly? Are inventories ex- 
cessive—and why? Are inventories ade- 
quate to give good service to customers? 
This has not been necessary in the past 
few years. It is essential now. 

Does management know what its break- 
even point is? Does it know what it 
should do if sales drop 10 or 20 per cent? 
Does it know what to do and what the 
results will be if war orders are sud- 
denly canceled? If it doesn’t, it had 
better find out, and quickly. 


PREPARE TO WOO THE BUYER 


In sales, management has suffered more 
than in most others respects, for from a 
third to a half of present-day sales forces 
have never had to sell in a buyer’s market. 
The director should know whether the 
company has been improving its position 
or at least maintaining its position 
in the industry. Trade association or 
Bureau of the Census data usually pro- 
vide some indication. A decline in the 
company’s position almost invariably in- 
dicates a lack of aggressive sales manage- 
ment. 

Is the product line right? Is it properly 
designed? Does it fit today’s market? Is 
it designed so that there are a maximum 
number of interchangeable parts? Is it 
designed for low production cost? Is it 





sufficiently diversified? Diversification can 
be a mirage, or it can be a source of great 
strength. 

Has it gained or lost customers, and 
why? Are its sales territories too large 
or too small? Have they been changed 
to meet the population and buying power 
shifts? Are salesmen trained to meet 
the times to come? Do salesmen have 
adequate incentive? 

Are the company’s prices competitive? 
What effect will a 10-per-cent reduction 
in price have on profits? Has the com- 
pany spent enough for promotion? Is 
the sales department basing its action on 
facts rather than opinion or intuition? 
Has the sales management inventoried 
its customers, actual and potential? 


HOW’S PRODUCTION? 


Can the company compete effectively 
in production? If the company has not 
been spending at least twice its annual 
depreciation accrual for improvements 
and additions to plants in recent years, 
it probably has not been maintaining 
those plants in a state of real efficiency. 
Has this money been spent wisely in 
conformity with the long-range over-all 
program? Does the layout minimize the 
handling of material? Is the equip- 
ment modern and efficient? Is it in bal- 
ance? Is it utilized to maximum capacity, 
or do production delays and inefficiencies 
result in excessive downtime or set-up 
time? 

What is the status of worker efficiency? 
Have standards been maintained or have 
they been so neglected that they no 
longer are effective? Is the wage incen- 
tive effective, or has it been allowed to 
deteriorate so that it no longer consti- 
tutes an incentive? Have guaranteed 
rates crept in to destroy incentive and 
to destroy control, resulting in excessive 
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labor costs? This is not an uncommon 
ailment, after 13 years of striving to meet 
production schedules. 


Does the company evaluate jobs prop- 
erly? Do its base rates and take-home 
pay compare favorably with those in 
other industries in the community, and 
among its competitors? Are labor rela- 
tions adequately handled? Has the com- 
pany developed adequate foremanship, 
adequate supervision, and adequate staff? 
Have its methods of manufacture been 
subject to constant scrutiny and constant 
improvement? 


RAINY-DAY PLAN NEEDED 


Lastly, a director must ask whether the 
company’s financial condition is sound. 
This is not a question of present financial 
position. It can be answered only after 
the previous four questions have been 
answered—especially the question of 
where the company expects to go in 
sales. Only then can the director con- 
sider physical facilities and working capi- 
tal required to produce the proposed 
sales volume. Finally, financial condition 
cannot be determined without a financial 
plan on paper; one that covers financial 
resources and requirements for prefer- 
ably a five-year period; one that takes 
into consideration the effect of varying 
conditions upon financial results, upon 
financial resources, and upon financial re- 
quirements of the company. Only with 
such a plan can a director act assuredly. 
Only with such a plan can management 
recommend the proper policies for the 
board of directors to adopt. 


REPORTS REVEAL WEAKNESSES 


Many weaknesses may be exposed by 
adequate financial, statistical, and eco- 


nomic reports to directors. Aside from 
the current income statement and balance 
sheet, every director should receive peri- 
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odic reports which will assist in uncover- 
ing vulnerable points in the company’s 
armor—and these vulnerable points exist 
in every company. 

Directors should receive a statement 
showing the relative position of the com- 
pany in the industry at least once a year. 
If the company is not maintaining its 
position, it is time to look at the sales 
organization. 

Statistical and economic studies of the 
trends in the industry, the relationship 
of its progress to that of the gross na- 
tional product, its relationship to com- 
petitive industries, and its relationship 
to the economy as a whole certainly con- 
stitute invaluable data to the director 
who wishes to make a considered and 
objective judgment. 


OTHER CHECK-UP DEVICES 


Directors should receive a five-year 
comparison of the financial results of 
their company in detail. If this can be 
compared with similar information from 
competitive companies, some idea of rela- 
tive effectiveness can be formed. 

Further measure of managerial effec- 
tiveness can be derived from comparison 
of important ratios, entirely aside from 
the orthodox balance-sheet ratios. Those 
which deal with the relationship to the 
income statement of the balance sheet 
will have particular significance. Notable 
among these ratios are the ratio of in- 
ventory turnover to sales or cost of sales; 
the ratio of sales to fixed capital; and the 
ratio of earnings before taxes to invested 
capital. 


An annual report of the man-hours re- 
quired to produce given products, com- 
pared with similar figures for previous 
years, may reveal hidden weaknesses in 
labor efficiency. If such information can 
be compared with data obtainable from 
the Bureau of Labor Statistics, an index 
of the company’s competitive position 
can be evolved. 

Some companies make a practice of 
requiring each major executive or depart- 
ment head to appear before the board 
and explain the prospects and the prob- 
lems which face them. This practice per- 
mits the board to become acquainted 
with all the members of the executive 
staff, with their abilities, with their think- 
ing, and with their problems, without 
incurring the dangers inherent in direct 
contact between the board and the ex- 
ecutive staff. 


INQUIRING DIRECTOR AN IMPORTANT ASSET 


These are but a few of the reports and 
studies which the director must have if 
he is to be effective. Searching and cri- 
tical inquiry into all of the phases of the 
company’s operations, and into all of 
those factors which have a bearing on its 
success, can never be construed as cri- 
ticism. On the contrary, it is the prime 
requisite of the useful director. It is 
he, in addition to the customer, com- 
petitor, and the employee, who provides 
one of the checks and balances so neces- 
sary in our economy, but it is he alone 
among these who can anticipate future 
problems and plan to meet them. 


—Reprinted by special permission of ACME Reporter (Association of Consulting 
Management Engineers, Inc.), November, 1953. 





ACCORDING TO THE Department of Commerce, about 50 million Americans are mem- 
bers of voluntary groups of one kind or another. Of the 16,000 organizations of 
business men in the U. S., 4,000 are Chambers of Commerce and 12,000 are trade 


associations, 
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WHAT TO EXPECT IN 1954: 


A SURVEY OF ECONOMISTS’ OPINIONS 


Srronc REASSURANCE as to the business 
outlook for 1954 is the prevailing tone 
of reports by 138 leading economists re- 
cently polled by the F. W. Dodge Cor- 
poration, construction news and market- 
ing specialists. 

This year is likely to be the second 
biggest business year in the nation’s his- 
tory, exceeded only by 1953, the majority 
of the respondents believe. Nineteen of 
the economists expect that 1954 will be a 
better year than 1953; 70, however, look 
for a moderate slowdown, and 41 expect 
a fairly severe drop. Only eight of the 
experts think that business activity will 
remain at approximately the same level 
as during the past year. 

Of the economists polled, 49 are in 
business organizations; 41 in colleges; four 
in government; and 16 are business con- 
sultants. 

On the whole, their replies indicated 
an expectation of moderate declines (less 
than 5 per cent from last year) in Gross 
National Product, the consumers’ price 
index, the wholesale price index, and 
personal consumption expenditures. Some- 
what greater declines (more than 5 per 
cent, but still under 10 per cent) were 
predicted for industrial production, ex- 
penditures for new plant and equipment, 
and total new construction. 

Not one of the economists cited recent 
trends in the stock market in support of 
his predictions. 

Total output of goods and services 
(Gross National Product) is expected by 
a majority of respondents to decline very 
moderately and gradually through most 
of the year, with the possibility of a 
modest upturn during the last quarter. 
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Calculations based on the median values 
of 129 answers indicate a total gross 
national product for 1954 of $359.9 
billion, as against $369.1 billion in 1953. 

The majority of respondents expect 
moderate price declines. The median 
value of 133 survey answers puts the 
consumers’ price index for all items at 
113.8 in June, 1954, as against 114.7 
in July, 1953. 

Higher hourly wage scales and re- 
duced average weekly hours for produc- 
tion workers and non-supervisory em- 
ployees appear to be generally expected. 
In both durable and non-durable goods 
industries, 72 economists expect an up- 
trend in wage scales, and 30 expect a 
downtrend. A _ reduction in average 
weekly hours, principally from reduction 
of overtime, was predicted by a large 
majority of the economists. 

Median expectations among the 134 
economists who offered predictions con- 
cerning industrial production were that 
the Federal Reserve Board index (which 
in March, 1953 reached the previous 
wartime high of 243) would stand at 
225 in June, 1954, and at 223 the follow- 
ing December. Against an estimated 
$27.83-billion investment in new plant 
and equipment last year, the median 1954 
expectation among 135 respondents is 
$25 billion, a decline of 10 per cent from 
1953. 

Total personal consumption expendi- 
tures of $225 billion for 1954 were indi- 
cated by the median of 133 estimates— 
a 2-per-cent decrease from 1953. Sixty- 
seven of the economists expect a decrease 
in total outstanding consumer credit in 
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the current year; 59 expect an increase; 
and 10 foresee no change. 

Here are some representative comments 
offered by individual economists replying 
in the survey: 

“If the level of consumers’ expenditures 
can be kept high and government expendi- 
tures (federal, state, and local) are not 
restricted, they will heip offset the ex- 
pected declines in private expenditures for 
Jurable goods and construction and keep 
us from experiencing a serious recession.” 

“I feel that the psychology of the busi- 
ness community is bad. Too many people 
are expecting a depression, and the mon- 


etary and economic forces are gathering 
which will make a depression possible.” 

“The tightening-up process can hardly 
be considered as a recession, as it appears 
that 1954 may be the second-best year 
in our business history.” 

“I expect changes to be very small for 
1954. I am not among the bears.” 

“Basically, I expect a moderate slow- 
down in most business fields, with re- 
duced federal spending, less overtime, and 
slightly higher unemployment. But popu- 
lation growth will moderate the effect. 
So will new standards and ways of liv- 
ing and harder selling.” 


—Architectural Record, November, 1953. 


What Are the Best Business Indicators? 


THERE IS NO ready-made formula for forecasting the business future—but there 
are any number of business indicators which can be of considerable help 
in projecting business trends. In a recent survey, the Journal of Commerce asked 
a ‘group of business forecasters these three questions: 


“Which economic indicators do you follow regularly in projecting near-term 
business prospects? 


“Which economic indicators, in your opinion, are most valuable in projecting 
long-term business prospects? 


“Which is the one indicator you follow most closely at this time for a clue to 
the business prospects for the next six months?” 


Analyzing the replies of the 48 respondents to question 1, it appears that the 
“minimum package” of short-term indicators should contain some 10 or 11 series. 
In this package the following statistical categories should be represented: one 
commodity price series; one industrial production series; one financial indicator, 
other than the stock market; one retail sales series; one statistic on new or unfilled 
orders; one employment statistic; one set of inventory figures; a construction series; 
a projection on plant expenditures; the stock market; and federal expenditures 
estimates. 

When it comes to the projection of longer-term prospects, most economists take 
their chief clues from population trends, plant expansion trends, production trends, 
federal expenditures trends, and national income distribution. It is of consider- 
able interest that plant and equipment expenditures are the most frequently men- 
tioned series in the category of long-range indicators. 

In reply to the third survey question, 14 of the economists indicated that there 
is no single indicator they follow more closely than others. 
indicator, inventories, was mentioned in only five of 
commodity prices, in four; disposable income, retail 
were each named by three economists, and capital 
production received two mentions each. 

—H. 


The most popular 
the returned questionnaires; 
sales, and automobile sales 
expenditures and industrial 


E. Luepicxe in The Journal of Commerce 11/30/53 


Junuary, 1954 





WHOSE BUSINESS IS THE BUSINESS CYCLE? 


I A Movie some years ago a Senator 
Claghornish character proclaimed himself 
“against Inflation, against Deflation; for 
Flation.” The Senator had a point. With 
few exceptions, Flation is something al- 
most everyone would approve. Certainly 
the promotion of the maximum degree 
of economic stability consistent with 
healthy competitive growth is a goal that 
both the business community and the 
present Administration would endorse. 
The question is how stability-but-growth 
is to be attained and by whom. 

Certainly business men are as anxious 
as anyone to prevent a business down- 
turn from snowballing. The trouble is 
that they, like politicians, are subject to 
conflicting pressures. The course of busi- 
ness action that may be indicated by 
short-range profit considerations is not 
necessarily the one that will best promote 
stability in the economy as a whole. Yet 
if a company sees an opportunity to raise 
its profits or improve its competitive posi- 
tion materially by investing in plant or 
inventory in boom times, it is not likely 
to be deterred by the thought that the 
stability of the economy might be better 
served if the investment were postponed. 

Nor should it be. The hope of profit 
and fear of loss is what keeps a com- 
petitive economy dynamic. The goal 
should not be to destroy the economy's 
flexibility, but simply to eliminate the 
more violent fluctuations that have 
characterized the cycle in the past. 

The alternatives open to business in 
many instances, moreover, do not involve 
a clear-cut choice between self-interest 
and the general interest. More often 
the choice is between short-range profit 
considerations and a firm’s own en- 
lightened self-interest over the long pull. 


It is in this area of choice that business 
men can contribute materially to the 
moderating of the business cycle and the 
preservation of the unique prosperity and 
character of the U. S. capitalistic system. 

Right now, for example, much depends 
on what business men will do about 
capital outlays. A decline in the rate 
of business spending for plant and equip- 
ment has already begun, according to 
Fortune’s semi-annual survey of machin- 
ery orders. Some further decline over 
the next few years is to be expected. 
But if, in a rash of pessimism, business 
men slash capital spending plans already 
projected, or accumulate inventory un- 
necessarily now only to reduce it sharply 
later, they might precipitate a real re- 
cession. 

In the past, fluctuations in inventory 
investment and capital outlays have been 
the most unsettling factors in the sta- 
bility equation. Economists are divided 
over how much business can do to lessen 
the instability of these expenditures. But 
what is more disturbing is that the con- 
sensus of business still seems to be that 
private firms can do nothing to stabilize 
investment without assuming risks in- 
consistent with their responsibility to 
stockholders. 

Actually, it may be that business men 
are underestimating their capabilities. 
Consider some of the things that business 
has already done to eliminate seasonal 
unemployment and _ stabilize demand 
through product diversification. Constant 
technological development has enabled the 
chemical industry to expand more or less 
continuously regardless of cyclical fluctua- 
tions ever since 1933. In the highly un- 
stable textile industry, firms like Celanese 
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have diversified their output to include 
products of stable demand to cushion 
total sales against cyclical declines. Manu- 
facturers of durable consumer goods have 
met the threat of saturated markets by 
vigorously pushing new products like 
home air conditioners and home freezers. 
By dint of careful production planning, 
including diversification, Eastman Kodak 
is able to maintain something approxi- 
mating year-round employment in what 
was once a violently seasonal industry. 
Standard Oil (N.J.) has kept employee 
turnover below 10 per cent in 18 of the 
past 20 years. 


Not long ago the obstacles to doing 
these things were considered insuperable. 
It may be that the objections to regulariz- 
ing investment—both in inventory and 
capital goods—may one day prove to be 
equally insubstantial. Roughly half the 
100 biggest non-financial corporations in 
the U.S. now have capital budgets ex- 


tending three or more years into the 
future, and plan their capital outlays 
over the long term. The difficulty, of 
course, is that even these firms may not 
execute their long-range plans if the 
going gets rough. 

But is a recurrence of 1930 inevitable 
or even probable in view of the far-reach- 
ing changes that have taken place in the 
economy in recent years? The nation is 
now possessed of a remarkable single-class 
mass market, built-in stabilizers, and eco- 
nomic barometers. The U.S. economy of 
the 1950's, in fact, bears little resem- 
blance to the economy of the 1920's. The 
U.S. has an Administration that firmly 
intends to take any action necessary to 
avoid another slump. 

Under these conditions there would 
seem to be more than hope in the pre- 
sumption that the old boom-and-bust cycle 
can at last be broken—unless business it- 
self rejects that presumption. 


—Fortune, Vol. 48, No. 3, p. 91:2. 


THE MISSING LINK IN MANAGEMENT 


THroucu succEstion systems and other 


measures, American business has been 
showing an increasing recognition of the 
value of “applied imagination.” Yet 
many companies still fail to encourage 
creative thinking; and even more organi- 
zations fail to utilize the methods by 
which they could capitalize far more ful- 
ly on the creative potential of their ex- 
ecutives. These shortcomings may well be 
a “missing link’’ in management. 

Any company can do much to step up 
its ideative power by adopting certain 
workable and psychologically sound pro- 
cedures. Many second-line executives are 
not only receptive to, but eager for, train- 
ing in creative thinking. 


Januory, 1954 


The creative process can never be re- 
duced to a science. However, it does 
usually include some, or all, of these 
steps: (1) orientation—picking out and 
pointing up the problem; (2) prepara- 
tion—gathering material relevant to the 
problem; (3) analysis—breaking down 
the relevant material; (4) hypothesis— 
piling up alternatives, by way of tentative 
ideas; (5) incubation—letting up, in 
order to invite illumination; (6) synthesis 
—putting the pieces together; and (7) 
verification—judging the resultant ideas. 

In actual practice, we can follow no 
such one-two-three sequence. We may 
start our guessing even while preparing. 
Our analysis may lead us straight to solu- 
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tion. After incubation, we may again go 
digging for facts which, at the start, we 
did not know we needed. And, of course, 
we might bring verification to bear on 
our hypotheses, thus to cull our “wild 
stabs” and proceed with only the likeliest. 
The thinking up of enough hypotheses 
is all-important. The more tentative ideas 
we pile up, the more likely we are to 
reach our creative goal. It is almost axio- 
matic that, in ideation, quantity breeds 
quality. 

To my mind, the arch enemy of crea- 
tivity is excessive pride in judicial judg- 
ment. The executive who boasts that his 
“feet are always on the ground” had 
better watch his step. Robley Feland drew 
a bead on that danger when he asked: 
“How far can you walk with both feet 
on the ground?” 

Our thinking functions are mainly two- 
fold: (1) judicial thinking, which an- 
alyzes, compares, chooses, and (2) creative 
thinking, which visualizes, foresees, and 
generates ideas. The first calls for a nega- 
tive attitude; the second calls for a posi- 
tive attitude. The former calls for keep- 
ing your feet on the ground. The latter 
calls for using your imaginative wings. 

Unless properly coordinated, each can 
mar the working of the other. From 
time to time, we must turn off our judi- 
cial mind, and light up our creative mind. 
And we must wait long enough before 
turning up our judicial light again. Other- 
wise, premature judgment may douse our 
creative flames, and even wash away 
ideas already generated. 

Too many of us undermine our crea- 
tivity by self-discouragement. By the 
same token, the fear of “looking foolish” 
stands in the way of many who might 
otherwise produce valuable creative ideas. 

There are too many executives who 
are good catchers but who can’t pitch. 
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The reason they can't pitch is not that 
they lack creative talent but that they 
lack creative effort. Although they may 
think that they can’t dish up ideas, they 
could—if they tried, and if they were 
properly coached and coaxed. 

In business organizations our creative 
energy depends not only upon ourselves, 
but upon the attitude of our associates. 
It is probably true that more ideas have 
been kidded or gloomed to death than 
have died of their own demerit. 

As in any other art, creativity can be 
implemented by certain “techniques,” or 
rather, knacks—tactics we can use to 
prime imagination and increase its flow. 

The basic device is to make a start. 

Another simple but effective aid to 
imaginative effort is to make notes. This 
helps to‘furnish fuel for imagination; but, 
above all, note-taking, of itself, induces 
the spirit of effort on which creativity 
thrives. The use of checklists is another 
helpful device. A Sears Roebuck catalog, 
for instance, might serve as a creative 
handbook for those engaged in product- 
design. Still another device to spur ima- 
ginative effort is to set a deadline—even 
to thrust one upon ourselves—even to 
the point of issuing an I.0.U., by prom- 
ising to come up with some new ideas at 
an appointed time. When we fix such 
deadlines, we intensify our emotional 
power with a fear of falling down. A 
corollary device is to set a quota of a 
minimum number of ideas to be thought 
up. 

In my experience, the best means of 
stepping up creativity in business is 
through group ideation. It was in 1939 
when I first organized this type of crea- 
tive thinking in our company. The early 
participants dubbed our efforts “brain- 
storming.” Hundreds of such brainstorm 


The Management Review 





sessions have been held in our offices 
from coast to coast, and nearly all have 
been highly productive. One reason why 
these sessions are so productive is 
that the power of association is a two- 
way current. Tests have demonstrated that 
“free associations” on the part of adults 
are from 65 to 93 per cent more numer- 
ous in group thinking. 

Idea-producing conferences are rela- 
tively fruitless, however, unless certain 
rules are faithfully followed, especially 
the rule that no judicial judgment shall 
be exercised during the session—that all 
criticism of ideas must be withheld until 
later. Moreover, the problem under con- 
sideration should be specific rather than 
general—it should be narrowed down so 
that. the panel-members can shoot their 
ideas at a single target. 


The quantitative results of joint idea- 
tion are beyond question. One of our 
groups held seven brainstorm sessions 
within a single month. One meeting de- 


veloped 45 suggestions for a home-appli- 
ance client, another turned up 56 ideas 
for a money-raising campaign, another 


produced 124 ideas on how to sell more 
blankets. For another client we organized 
150 of our people into 15 separate groups 
to brainstorm one and the same problem. 
This multiple activity turned out over 800 
ideas, 177 of which were good enough 
to be chosen for submission. 


One industrial corporation has done far 
more than all educational institutions to 
prove that men and women can _ be 
trained to be more creative than they 
otherwise would be. That company is 
General Electric. For over 15 years, it 
has successfully conducted a two-year 
course in creativity for graduate en- 
gineers. “The results have been amazing,” 
according to Chauncey Guy Suits, head 
of G.E. research. “One young man has 
produced 13 patentable ideas. Others 
have doubled their creative output.” 


Creativity will never be a science. In 
fact, much of it will always remain a 
mystery. At the same time, creativity is 
an art—an applied art, a workable art, 
a teachable art, a learnable art—an art 
in which all of us can make ourselves 
more and more proficient, if we will. 


—From an address by ALEX F. Ossorn before the Society for the 
Advancement of Management. 


How Fast Do Executives Read? 


THE AVERAGE American business executive reads only 263 words a minute and 
comprehends less than 75 per cent of what he reads, judging from statistics de- 
veloped by the Foundation for Better Reading (Chicago) after testing the reading 
rate and comprehension ability of 2,000 top-level executives from 100 leading 
business and industrial firms. Forty company presidents were included in the 
survey. 

“The business executives’ average reading speed of 263 words a minute is about 
equal to that of any normal sixth-grade student,” according to the Institute's 
director, Steven Warren, who also points out that the mechanics of reading are 
based on habit rather than intelligence. 

After undergoing reading training using modern techniques, the 2,000 executives 
in the study showed an average increase in reading speed of 119 per cent and a 


comprehension increase of 10 per cent. 
—Office Executive 10/53 
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INDUSTRY AND EDUCATION: THE CHALLENGE AHEAD 


Ture is a growing fear in the United 
States that we are facing as great a dan- 
ger from internal ignorance as from ex- 
ternal attack. Our advanced technology 
has fostered the rapid growth of spe- 
cialization, and, with it, the intellectually 
incomplete man. 


The very nature of technology pro- 
duces a relentless pressure for scientific 
training. American industry seems in- 
satiable in its requirements for specialists. 
Its demand for them is greater than the 
supply. Our colleges respond by narrow- 
ing the fields of learning. In such an 
atmosphere, these institutions can hardly 
be blamed for emphasizing in the cur- 
ricula those courses which will aid stu- 
dents in seeking their future livelihood. 

The United States has become a dom- 
inant power in the world, but she cannot 
for long exercise her power or fulfill 
her mission without our being a peo- 
ple literate, educated, and cultivated. 
Whether or not specialization will in- 
capacitate her for world leadership is no 
longer a debatable question. Responsible 
educators and industrialists now agree 
that fragmentized education is not suffi- 
cient preparation for a full life or sound 
leadership. 


The vast importance of this problem 
was clearly demonstrated at the 1953 
College English Association Institute at 
the Corning Glass Center, when a large 
group of educators, industrialists, and 
editors grappled for three days with the 
dilemma of the under-educated American 
in his world of growing responsibilities. 


The discussions accomplished progress 


on two major fronts. They defined the 
problem in precise terms, and they clearly 
showed that the solution is a matter for 
the attention of both the educator and 
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the industrialist. The recognition of this 
joint responsibility should result in a re- 
appraisal of the specific demands of in- 
dustry and the undertaking of a broader 
cultural curriculum by the educators, 
without jeopardizing the supply of able 
young men. 

While the investigation at Corning 
thoroughly aired a vital national problem, 
it was too often pessimistic. It is true 
that specialization has caused a widespread 
dependence on group performance, but 
the effacement of genius and the indi- 
vidual has not been as general as some 
of those at the Institute believe. Creative 
genius clearly demonstrates itself early 
in its schooling and naturally is led in the 
direction of specialized training. Un- 
doubtedly many technical students are 
unfamiliar with the study of the humani- 
ties; but there is no reason to believe 
that, if they were exposed to such courses, 
they would not greet them with enthu- 
siasm. Attendance at symphony con- 
certs, music festivals, art museums, and 
adult education classes is rising rapidly. 
There is a surge toward culture through- 
out the country. The desire on the part 
of the student is there. 

In the long run, it may be that no 
revolutionary changes will be required 
either in our educational institutions or 
in the shape of our industry. There is 
need for a movement away from ex- 
tremes to a middle ground of fewer spe- 
cialized technicians and more educated 
specialists. In this movement, the uni- 
versity’s staunchest ally will be industry’s 
top managerial group. 

Industry will have to redefine job quali- 
fications for specialists so that a funda- 
mental grounding in the applied sciences 
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will be acceptable, as against the present 
tendency to require complete schooling 
in them. Further technical knowledge 
can be acquired during the early years 
of employment either by actual experience 
or in courses promoted by the companies 
themselves. Such a program will release 
more time for the study of the liberal 
arts by professional students while in 
the universities. 

American business has largely sup- 
planted the individual private donor as a 
major source of university funds. Last 
year approximately $60 million was given 
to colleges by corporations. A sub- 


stantial portion of this sum was ear- 
marked for special purposes and for re- 


search in applied sciences. It would be 
a great aid to education if increasing 
amounts were marked by industry for 
the liberal arts or if grants were made 
unconditionally. 

Great crises of history are caused by 
economic pressures, originating in the 
desire of man, good or evil, to better his 
standard of living. These crises can only 
be conquered by moral force. Never 
before in history has mankind developed 
the power to destroy itself. The need 
for stamina and strength to control this 
threat can only be met by the enlight- 
ened moral and spiritual education of 
our youth. The specialist must also be 
a humanist. 


—GILBert W. CHapMAN (President, Yale & Towne Manufacturing Company). 
The Saturday Review, November 21, 1953, p. 46:1. 


Seven Keys to Greater Prosperity 


PRODUCTION, income, and savings can mount to still greater heights if business 
men act dynamically and people “learn to live a third better.” believes Arno John- 
son, vice-president of the J. Walter Thompson Co., New York advertising agency. 

Here are seven factors that Johnson believes can make our future economy 


dynamic and prosperous: 


1. Discretionary spending power of the mass, middle-income group now is five 
times as great as in 1940. As consumers learn to use this new purchasing power, 
living standards, markets, and production all can expand. 

2. There are 65 per cent more children under five today than in 1940—mean- 
ing new housing, higher food consumption and changes in family living. 


3. There are 80 per cent more high school graduates in our adult population 
today than in 1940—and educational levels tend to help raise living standards. 


4. Some 67 per cent of our dwellings are now over 20 years old and 50 per 
cent are over 30 years old. Beyond the huge opportunity in providing new homes 
for new families, the replacement and improvement market is potentially enormous. 


5. There are 72 per cent more automobiles than in 1940, creating a tremendous 
need for more roads, streets, garages and parking facilities. 


6. With the rapid progress in farm mechanization, there has been a marked shift 
of low-income farm population to industrial areas, while the remaining farm 
families have improved their position considerably. For example, 84 per cent have 
electric service, compared with 11 per cent before World War II. 


7. The population growth in the suburbs—five times as great as that in the 
metropolitan areas—has changed shopping and living habits and resulted in a 


greater national desire for better living. 
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SELECTING YOUR NEW PLANT LOCATION 


pustry Topay is on the march, de- 
centralizing as it never did before. 
Sparked by the trend toward increased 
competition, this movement has nothing 
haphazard about it; indeed, the task of 
picking sites for new plants has become 
a highly specialized undertaking. 

Here are a few examples of recent or 
impending moves by important com- 
panies: 

In Ohio, a maker of metal specialties 
is about to announce the transfer of his 
production from Cleveland to two new 
plants—one on the Pacific Coast, an- 
other in central Ohio. He may also build 
a third plant in the South. 

Makers of paint, such as the Glidden 
Co., and the Pittsburgh Plate Glass Co., 
have established new production facilities 
in Georgia to decentralize output, cut 
freight costs, and serve customers better. 

The Jones & Laughlin Steel Corpora- 
tion has announced within recent months 
that it is establishing two new steel 
warehouses; one in Nashville, Tenn., the 
second in Louisville, Ky. 

The Ford Motor Co., in a race for 
leadership with. General Motors, is ex- 
panding and decentralizing its production. 
Ford recently announced a new assembly 
plant for New Jersey and an addition to 
its big new engine plant in Cleveland. 

The selection of the right plant site for 
an individual company in a certain indus- 
try involves the careful weighing of 
dozens of factors. DuPont, for example, 
chose Kinston, N. C., as the site of its 
new Dacron plant only after the com- 
pany had weighed 83 different factors, 
ranging from sanitation to transportation, 
personnel, and taxes. 

No fewer than 87 possible sites were 
carefully studied before DuPont settled 
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on Kinston. In some ways, the final choice 
was a compromise. Kinston’s labor sup- 
ply, the company found, would meet the 
growing needs of the plant. Its location 
would place the plant close to the mar- 
kets DuPont wished to reach. The town 
was an attractive one, with good schools, 
churches, hospitals and recreation facili- 
ties. The climate was good, transporta- 
tion facilities were excellent, and the 
water supply was adequate. But the fact 
that the plant had to be near its large 
customers in the East swung the bal- 
ance in favor of Kinston. 


Today certain factors appear to be be- 
coming increasingly important to com- 
panies looking for good plant sites. Em- 
phasis on accessibility to markets, for ex- 
ample, seems to be growing in importance 
as business becomes more competitive. 
Manufacturers want to be able not only 
to cut transportation costs but to service 
their important customers quickly. 

The labor pool is another factor getting 
increased attention. Despite the narrow- 
ing of labor differentials between the 
North and South, big economies can still 
be realized in labor costs after allowing 
for training expenses. 


Another important point nowadays, ac- 
cording to A. Kingsley Ferguson, vice- 
president of Walter Kidde Constructors, 
Inc., New York, is the desirability of a 
given location from the standpoint of 
family life. The key personnel, ranging 
up from certain foremen to the engineers 
and factory managers, must be “sold” on 
the community, or they may leave the 
company rather than move to the new 
location. Some Kidde clients have been 
granting key employees vacations of one 
week, with all expenses paid, so that they 
can look over the proposed new location 
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and make arrangements to move there. 

In selecting sites for new plants for 
manufacturers, the same construction firm 
has been successfully using a question- 
naire listing 73 different factors to be 
considered in selecting a plant location, 
with point totals assigned to each factor 
in accordance with its importance. 

In some industries, the most important 
factor determining the choice of a site 
is water. In other cases it is the quantity 
and quality of the labor supply. 

In the case of a warehouse, or a plant 
that must be near its customers, a study 
of the marketing area around the site 
must be made. For industries which are 
heavily dependent on certain raw ma- 
terials, nearby sources of those materials 
are often a necessity. 

Disposition of waste is an important 
item of cost, particularly to chemical pro- 


ducers. Even if rules established by a 
community on pollution of a river may 
currently be lax, the employer must look 
ahead to the time when anti-pollution 
laws will be passed. 

Numerous mistakes that have been 
made by employers in the selection of 
plant sites are cited by engineers. In one 
case, a manufacturer bought a site for 
$150,000 without making a survey of 
water supplies. He had to dispose of the 
site because no water was available. 

In several cases, tax savings have been 
regarded as all-important, when other fac- 
tors should have been given a_ higher 
rating in the selection of the site. Sev- 
eral states have granted abatements to 
attract new employers. But engineers 
feel that this factor is of less importance 
than the question of whether the entire 
tax structure is fair and competitive. 


—Swney FisH. Journal of Commerce, October 7 and October 8, 1953. 


U. S. Productivity: Have We Reached the Peak? 


FROM 1899 TO 1939, production per man-hour in this country tripled. It is cur- 
rently increasing by about 3 per cent annually; as a result, the United States, with 
about 7 per cent of the world’s population, is now producing over 30 per cent of 
the world’s goods. 

There are many good reasons why our productivity is likely to keep on rising. 
Here are a few: 

Investment is continuing at a high rate, making possible more and more mechaniza- 
tion and improvement of equipment. 

There is still plenty of room for bettering our present processes. After 50 years 
of intensive research and engineering development, the large steam turbines that 
drive electrical generators in central power stations rarely have an efficiency higher 
than 30 per cent. Again, steam locomotives of the familiar type have an efficiency 
of 10 per cent at best. The ordinary 100-watt incandescent lamp turns only 3 per 
cent of the electrical energy available into visible light. And even the newer 
fluorescent lamps have an efficiency of only 9 per cent. 

Increasing attention is being given to research. This is even extending to fore 
casting and decision-making, as shown in the recent interest in “operations re- 
search” in industry. 

Management and employees are gaining experience in handling changes and 
displacements so as to minimize their damaging effects on people. 

Atomic power promises to revolutionize many of our present ideas and bring 
great gains in productivity. 

—Management Information (Elliott Service Company, 
30 North MacQuesten Parkway, Mount Vernon, N. Y.) 12/14/53 
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THE CROWN PRINCES OF BUSINESS. Fortune (9 
Rockefeller Plaza, New York 9, N. Y.), Octo- 
ber, 1953. $1.25. Should industry spend large 
sums of money training young men to be man- 
agers or place them directly on jobs, leaving 
them to find their own way to the top? Review- 
ing the arguments on both sides a this ques- 
tion, the article concludes: The training ap- 
proach, emphasizing the well-rounded rather 
than the brilliant individual, is correct only if 
corporations can expect smooth sailing in the 
days ahead, if the basic creative work is largely 
done, and if the most vital managerial char- 
acteristic is to get along with people. 


TOMORROW'S MANAGEMENT. Business Week 
(330 West 42 Street, New York 36, N. Y.), 
No. 1250. 25 cents. Bigger plants with far 
fewer employees, far more automation, and a 
new type of industrial management—concerned 
less with industrial relations and more with 
meeting capital requirements—are three of 
the major trends this report predicts for in- 
dustry by 1980. Electronic equipment will 
gather data much faster, analyze it almost 
immediately, and revolutionize the organization 
of the office of the future, the report says. 


FORMULA FOR SAVING COLLEGES. By Ellen 
Duke. WNation’s Business (U hamber 
Building, Washington, D. C.), October, 1953. 
60 cents. Courts will probably look favor- 
ably upon corporate gifts to colleges, this ar- 
ticle predicts, observing that the $400-million 
aggregate annual deficit of institutions of 
higher education must somehow be met by 
business contributions if colleges are to remain 
independent of the Federal Government. De- 
scribing efforts that have been made to find 
a solution to this problem, the author offers 
a list of points that companies should con- 
sider in planning their contributions. 


PUTTING SOME BUY INTO SELLING FREE ENTER- 
PRISE. By Alfred G. Larke. Dun’s Review and 
Modern Industry (99 Church Street, New 
York 8, N. Y.), October, 1953. 75 cents. 
How a “You Be the Boss” contest, sponsored 
by Wisconsin manufacturers at the State Fair, 
has brought 50,000 contestants more closely 
into contact with their employers’ problems 
and point of view by asking them what they 
would do in typical business situations. In 
addition to serving as the basis for individual 
awards, the questionnaires will be analyzed to 
reveal public attitudes toward business. 
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WHAT DOES SMALL BUSINESS REALLY NEED? The 
Guaranty Survey (140 Broadway, New York 
15, N. Y.), December, 1953. Gratis. Relief 
from high taxes and certain demands of organ- 
ized labor would be more helpful to small busi- 
ness than all the credit the government could 
create, this article maintains. The complaint that 
small business cannot find adequate credit facil- 
ities merely indicates, the article states, that 
there are relatively many would-be proprietors, 
some of whom are poor credit risks destined 
not to survive in the competitive struggle. 


MERIT RATING PLAN FOR EXECUTIVES. By Wil- 
liam Hodge. Factory Management and Main- 
tenance (330 West 42 Street, New York 36, 
N. Y.), October, 1953. 50 cents. Merit rating 
has so successfully measured executive calibre 
at Bell & Howell Company, this article states, 
that it is now the sole basis for advancement 
in pay. The article describes the rating pro- 
cedure, scoring, and follow-up; and reproduces 
the rating form, which has 26 elements—all 
given equal weight. 


BUSINESSMEN ON THEIR KNEES. By Duncan 
Norton-Taylor. Fortune (9 Rockefeller Plaza, 
New York 9, N. Y.), October, 1953. $1.25. 
Observing a marked increase of interest among 
business men in religious concepts and church 
activities, this author cites some special evi- 
dences of this trend, which he ascribes to a 
genuine spiritual awakening. The practical tone 
of many business men’s statements about faith, 
criticized by some church leaders arises, the 
author believes, from self-consciousness rather 
than from any tendency to regard religion as 
a means to selfish or material ends. 


MANAGEMENT BY COMMITTEE: HOW IT WORKS 
AT COMPO. By Charles W. O’Conor. Sales 
Management (386 Fourth Avenue, New York 
16, N. Y.), October 1, 1953. 50 cents. A 
case account of one large company’s system of 
management through operating committees 
whereby junior executives as well as depart- 
ment managers participate in the formulation, 
of company policy. As a result of the com- 
mittee system, decision-rnaking has been 
speeded up, coordination between departments 
has been improved, and individual executives 
are given the opportunity to make a greater 
direct contribution to policymaking than would 
otherwise be possible—without giving rise to 
any conflict with top management's traditional 
authority to manage. 
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THE CLIMATE OF EMPLOYEE DEVELOPMENT 


MICHAEL G. BLANSFIELD 
Supervisory Training Officer 
San Bernardino Air Materiel 


Since tHe END of World War II we 
have seen an ever-increasing volume of 
writings and discussions on the subject 
of employee development. Many different 
plans have been devised, many techniques 
introduced, and countless programs hope- 
fully launched. Yet, despite the optimism 
surrounding these programs, a substantial 
number of them have quietly collapsed 
or are staggering along an uneven course, 
tolerated by management and endured 
by the trainees. What has caused these 
plans, often brilliantly conceived, to falter 
or fail? I submit it is the company climate 
as it bears on development. 

By “climate” I mean the attitude of 
top management, as manifested not so 
much in words (for these can be elusive 
and unwittingly deceptive) as in actions, 
in management's way of expressing itself, 
and its methods of doing things. These 
things establish the climate in which every 
developmental program must function. 
In many instances this climate is free 
and wholesome, and then development 
really occurs. In other companies, often 
despite all outward appearances, the 
climate is a regressive one which causes 
the concept of development to falter and 
eventually to die. 

Consider the positive climate, which 
not only permits individual development 
to take place but stimulates it and causes 


“The opinions expressed in this article are the 
author’s, and do not necessarily reflect the official 
views of the Department of the Air Force. 
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it to flourish, What elements compose 
this climate? First, top management must 
be imbued with a sense of worthwhileness 
and of dedication to the work of the 
company. To be genuinely motivated, all 
men must have a sense of real contribu- 
tion; this sense must start from the very 
top and spread downward. Without 
the motivation that this sense of contribu- 
tion provides, employees cannot have the 
strong drive to improve themselves and 
their performance. Here, then, lies a 
challenge to top management. Before 
they turn to the problem of development, 
executives should first ask themselves 
whether they themselves possess this 
sense of dedication—and, if so, whether 
they have been able to disseminate it 
through the ranks of the organization. 
Second in our list of factors that make 
for a positive climate of development 
must be the ability of top management to 
accept its own need for development. 
This acceptance implies, of course, top 
management's active participation in, and 
support of, the development program. 
Nothing can kill a program more surely 
than the attitude: “That's good for you, 
but I don’t need it.” Aware of the 
weaknesses of his boss, the subordinate 
can only look with cynicism and distrust 
upon the program being imposed upon 
him to correct his weaknesses by a com- 
placent management. He will feel, quite 
logically, that he can’t do his job effec- 
tively unless the boss does likewise. More- 
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over, the tacit assumption of superiority 
inherent in the boss's attitude cannot help 
but breed some degree of dislike. The 
true humility of knowing and acknowl- 
edging one’s weaknesses is as essential to 
success in a business career as in any 
other field of human endeavor. 

The third factor that enters into the de- 
velopment climate is the effectiveness and 
validity of communications within the or- 
ganization. Volumes have been written on 
communications. Synthesized, they reveal 
one essential fact: Mankind fears the 
unknown. Fear breeds uncertainty, ru- 
mor, and unrest; these tormentors destroy 
the morale of the work force and make 
even the word “development” repugnant 
to employees. Uncertainty is no founda- 
tion for any program. The pall of the 
unknown can only be dispelled by free, 
frank information; and only in a climate 


GOLDEN MEMOS FOR THE BOSS 


Tu porutar concept of suggestion 
boxes, based largely on the cartoonist’s 
whimsy, is that of a receptacle filled with 
notes like this: 


“If the manager is smart, he'll pay 
a little attention to a certain brunette 
who works at the stocking counter and 
wears a big bow in her hair.” Or of the 
chairman of the board of directors shak- 
ing hands with a mousy little character 
and saying: “That suggestion you 
dropped in the box last month has en- 
abled us to save $4,000,000. Please ac- 
cept our heartfelt thanks.” 


However, as far as business and gov- 
ernment are concerned, the suggestion 
box is no longer a laughing matter. It 


where management does discuss its plans 
freely and frankly can employees truly 
accept and make a success of a develop 
mental program. 

These three factors, then, make up 
the climate of an effective developmental 
program. Without them our chances of 
success are slim indeed. Where they do 
exist, our climate is healthy and our pro- 
gram, if properly administered, can grow 
and flourish. 

More is required for a good crop, of 
course, than a favorable climate. The 
seed must be right, and it must be skill- 
fully planted and tenderly cultivated. 
So it must be with the development pro- 
gram: We must first have the right 
climate, but we must also have the co- 
operation of all in planting the seed and 
the skilled ministrations of the expert 
trainer to bring it to full flower. 


has become an established factor in em- 
ployee-management relations because of 
its two-way pay-off: It supplies com- 
panies with more than a million ideas a 
year, and workers with bonuses totaling 
almost $7 million annually. 

The big pay-offs in recent months have 
lifted the story of suggestion boxes right 
out of the company house organs onto- 
the front pages of our daily newspapers. 
The Eastman Kodak Company sent one 
employee a whopping $11,386 check for 
a suggestion to revise a stacking assembly 
fixture. General Electric paid $4,800 to 
a clerk who thought up a better way to 
utilize copper in manufacturing motor 
and generator products. In the first nine 
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months of 1953, General Motors alone 
paid out $1,860,000 in awards. 

But business men aren't crying in their 
suggestion boxes over these “giveaways.” 
They estimate that for every dollar paid 
out for employee suggestions, as much as 
$10 comes back to management in the 
form of savings. (Suggesters whose ideas 
click are usually paid 10 to 15 per cent of 
the saving that results.) The Budget 
Bureau in Washington calculates that 
during the seven years the government's 
suggestion program has been in effect, it 
has saved close to $170 million. 

About one out of four employee sug: 
gestions is accepted. Many involve 
changes so simple that they have been 
completely overlooked. Judith Russell 
of the General Motors assembly plant 
in Kansas City credits a fit of temper 
with inspiring her prizewinning idea. She 
got mad while typing up process sheets 
because the sheets were so arranged that 


she couldn't use the tabulator stops on her 


typewriter. So she sat down at home that 
night and revised the entire form. The 
idea was worth $750 to her. 


A clerk at Chicago's Drake Hotel 
found that a good part of his time was 
taken up figuring the astronomical cost 
of broken dishes. He suggested that 
sample pieces of glassware and china be 
tagged with their actual cost to the hotel 
and displayed in a cabinet where they 
could be seen by all employees. As a 
result, breakage was reduced by $7,328 
in the next year, and the clerk got a 
$730 award. 


The Cleveland Graphite Bronze Com- 
pany paid Charley Zamiska $28,006— 
the largest cash award on record—for 
devising a complicated new method of 
producing cheaper bronze castings. When 
he collected his award, he shocked sug- 
gestion-system enthusiasts who like to 
think that one of its big advantages is 
that it gives the employee a greater 
interest in his job. Charley quit the fac- 
tory—and bought a farm. 

While suggestion boxes have become 
increasingly popular with workers, labor 
unions are sharply divided on their value. 
Some have endorsed them and have even 
named representatives to sit on sugges- 
tion committees. Others have actively 
opposed them on the ground that one of 
their chief objectives is to eliminate jobs. 
Some suggestions, it is true, lead event- 
ually to the elimination of certain jobs, 
but others have actually created jobs. 

Today there are an estimated 8,000 
suggestion systems in operation. Expo- 
nents of the system feel one sign that it 
has really come of age is that “drop- 
dead” and “go-soak-your-head” proposals 
appear far less often nowadays than 
they used to. Employees, they say, have 
come to look upon suggestions as a seri- 
ous business. 

Occasionally, though, a _ well-inten- 
tioned idea comes along that is good for 
a laugh. An airline recently got this 
suggestion for reducing the all-important 
weight load on its planes: “Remove the 
pits from the dinner olives before each 
take-off.” 


—The New York Times Magazine, January 3, 1954, p. 11:1. 





THE PROPORTION of workers in our total population rose from 30 per cent in 1870 
to more than 41 per cent in 1950, as a result mainly of the declining ratio of children 
and the rise in the ratio of persons of working age, a Twentieth Century Fund 


study points out. 
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Consolidating Charity Drives in the Plant 


CHARITY DRIVES can sometimes become a time-consuming, costly proposition. To 
keep the situation in hand, you can either limit the number of charities which you 
allow to conduct in-plant drives—a move which isn't likely to win you any 
friends—or consolidate all the drives into one. The latter arrangement has been 
used successfully by many companies. 

One of the originators of the “humanity fund” approach, J. Copeland Gray of 
Bell Aircraft Corp., describes it in this way: The employer makes payroll deduc- 
tions on the basis of individual written authorizations from employees. The money 
collected in this manner is held in trust and paid directly to various charitable 
organizations so that there’s no need for incorporation, bonding, and complicated 
record-keeping. An employee committee controls distribution. 

Savings resulting from this arrangement are estimated at $1 per employee per 
drive. Moreover, the community benefits by receiving much more money than is 
collected during a number of separate drives. 


—Labor Policy and Practice (Bureau of National Affairs, Inc.) 9/24/53 
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“They gave it to Dad when he retired.” 











—Reproduced by special permission of The Saturday Evening Post. 
Copyright, 1953, The Curtis Publishing Company. 
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ARE YOUR ENGINEERS HAPPY ON THE JOB? 


In THER preoccupation with the prob- 
lems of recruiting new and much-needed 
engineering talent, many companies have 
tended to forget the old adage about the 
“bird in hand,” with the unhappy result 
that the morale of the engineers cur- 
rently in their employ leaves much to be 
desired. This is the principal finding that 
emerges from a new study by the Profes- 
sional Engineers Conference Board for 
Industry (Washington, D. C.), con- 
ducted in cooperation with the National 
Society of Professional Engineers. The 
survey covered 200 industrial employers 
of engineers as well as 1,400 of the 
engineers themselves, with the latter 


group permitted to answer the question- 
naires anonymously so as to provide a 
franker picture of the engineer-manage- 
ment relationship than might otherwise 
have been possible. 


Over-all, the survey showed, the en- 
gineer isn’t very different from his non- 
professional brother in industry when it 
comes to his desire for opportunity for 
advancement, an adequate pay check, and 
a reasonable expectation that the numbers 
on that check will be revised upward at 
pleasantly frequent intervals throughout 
his working life. The survey showed, 
however, that 45 per cent of the engineers 
in industry are not satisfied today with 
the size of those pay checks; that 34 per 
cent of them do not feel that their pros- 
pects for advancement are good; that 
more than half of them do not know 
whether their employers are satisfied with 
their work; and that 38 per cent of them 
feel that their companies are not making 
effective use of their training and ability. 

It showed, too, that approximately 40 
per cent of. all the engineers in industry 
are discontented with two or more im- 
portant aspects of their jobs—a serious 
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situation at a time when industry is 
clamoring for more and more engineers to 
fill jobs created by today’s tremendous in- 
dustrial expansion and by the ever- 
increasing technological complexity of 
manufacturing processes. 

Of the 1,400 engineers who responded 
to the questionnaire, fully 34 per cent 
said they felt that they would benefit by 
membership in a collective bargaining 
organization — a significant increase since 
a similar survey was made five years ago, 
when the comparable figure was a mere 
5 per cent! And an even greater number 
(66 per cent) said they believed their 
interests would be strengthened by mem- 
bership in a non-bargaining organization, 
although many of the respondents pointed 
out that such an organization frequently 
is the first step toward outright union- 
ization. 

The questionnaires probed into a 
number of background factors, including 
the education and training of engineers, 
and it was here that a starting point 
toward some corrective was found. 

The survey showed that 62 per cent 
of the employer group felt that their 
engineer employees were inadequately 
prepared in college to meet the tasks 
which lay ahead of them in industry, and 
to this, 28 per cent of the engineers 
themselves agreed. 

A cross-analysis of many of the 36 
questions to which they were asked to 
respond showed that from this group 
came a very large percentage of the un- 
happy engineers — those who weren't 
quite sure how the boss felt about their 
work, who didn’t think their prospects 
with the company were too rosy, and 
who in many ways exhibited a feeling of 
inadequacy. 

It was made clear that something 
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should be done, and quickly, about the 
curricula of many of our engineering 
schools—that engineers should be re- 
quired to carry more English and social 
studies and learn more of the “human- 
ities.” In short, the need is not merely 
for trained technicians but rather for 
educated engineers. 


Among other needs indicated in the 
report are: 

1. Readjustment of salary scales to 
provide more equitable compensation for 
the engineer who has been in industry 
for a number of years and who now finds 


cruiting, with a more realistic presen- 
tation of the industrial facts of life to 
the candidate, who today frequently is 
“oversold” on the job. 

3. Differentiation in personnel poli- 
cies as they apply to engineers and to 
non-professional employees. (Sixty per 
cent of the employers said they treated 
all employees the same.) 

4. Encouragement by management of 
engineer participation in such prestige 
activities as writing and lecturing on 
technical subjects and participation in 
professional society and community affairs. 

5. Improvement of engineer-management 
communications, both upward and down- 
ward. 


that the pay raises aren’t coming as fast as 
might have been indicated by the fat start- 
ing salaries. 


6. Increased employment of supporting, 
sub-professional personnel for routine as- 
signments to relieve engineers for purely 


2. A new approach to campus re- engineering work. 


Trends in the Employment of Engineering Graduates 


WHAT ARE industry's plans for hiring engineers graduating in 1954? A survey con- 
ducted among representatives of 1,943 companies attending the recent annual meet- 
ing of the Midwest College Placement Association shows that the demand for new 
technical graduates is greater, if anything, than it was last year. 

Asked to compare their requirements for 1954 with those in 1953, 52 per cent of 
the group said they wanted the same number, 30 per cent said they wanted more, 
and 24 per cent said they wanted fewer. A year ago, figures on this same question 
were 56 per cent, 33 per cent, and 10 per cent, respectively. (These figures apply 
to technical graduates including engineers.) 

In regard to starting salaries for men without previous business or industrial ex- 
perience, 8 per cent estimated that they would offer between $301 and $325; 36 per 
cent specified a figure between $326 and $350; and 44 per cent planned to pay be- 
tween $351 and $375. Seventy-seven of these companies reported they were offering 
the same salary in 1954 as in 1953, and 62 companies reported they would offer a 
higher salary. Not one intended to offer a lower salary. 

Three companies reported that in 1953 they hired under 26 per cent of the num- 
ber of technical graduates they had sought. Twenty-four reported they hired between 
26 per cent and 50 per cent of the number of men they had sought; 24 hired be- 
tween 61 per cent and 75 per cent; and 64 hired between 76 and 100 per cent. 


—Engineering Manpower Newsletter (Engineering Manpower Commission, 
Engineers Joint Council) 11/5/53 





WHY DO WORKERS lose their jobs? A recent Harvard University study showed 
that the employee's inability to do the work was responsible in only 34 per cent 
of the cases investigated. Employees’ apparent inability to get along with co- 
workers, and a lack of creative imagination, were the reasons in the other cases. 


—Supervision 
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DISCHARGE AND DISCIPLINE PROVISIONS 


IN CURRENT UNION CONTRACTS 


Provisions dealing with discharge and 
discipline of employees are now a stand- 
ard feature of union contracts, accord- 
ing to a recent study by the Bureau of 
National Affairs of 400 representative 
contracts. By 1950, 90 per cent of 
agreements already carried some refer- 
ence to discharge or lesser corrective ac- 
tion, while 96 per cent now embody 
such provisions. The greatest changes, 
though, show up in clauses spelling out 
more specific grounds for dismissal. 
Found in only 60 per cent of 1950 
agreements, clauses of this type have 
registered a 28 per cent increase since 
then and appear in 77 per cent of 
BNA’s current sample. One contract 
in five continues merely to recognize the 
company’s right to fire, without specify- 
ing any basis for the action. 

Grounds for Discharge. Management, 
of course, views the right of discharge 
as one of its basic prerogatives. So it’s 
not surprising that a general statement 
to the effect that discharge can be made 
for “cause” or “just cause” is found 
more than three times as often (65 per 
cent) as the provision occurring with 
the second greatest frequency (viola- 
tion of company rules—21 per cent). 
This ratio reflects the fact that man- 
agement not infrequently resists an ex- 
tensive listing of specific grounds, on 
the theory that its freedom of action 
would be impaired. Nevertheless, other 
and more specific clauses accompany the 
“just cause” provision in by far the 
majority of cases; in fact, only 8 per 
cent of contracts carry this as the only 
provision dealing with grounds for dis- 
charge. About one-tenth of agreements 
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actually give a fairly detailed list of rea- 
sons, and these occur twice as often in 
manufacturing concerns (12 per cent) 
as in non-manufacturing. 

Violation of company rules shows up 
about half again as often in manufac- 
turing as in non-manufacturing (23 per 
cent as against 15 per cent), while con- 
tract violations are grounds for dismissal 
in 8 per cent of agreements in manufac- 
turing, but only 1 per cent in non 
manufacturing. Incompetency or failure 
to meet work standards splits almost 
evenly between the two types of firms 
(17 per cent for manufacturing, 18 per 
cent for non-manufacturing). As for 
other grounds, absenteeism is listed in 5 
per cent of contracts, intoxication in 4 
per cent, and dishonesty, wage garnish- 
ment, insubordination, and sabotage in a 
sprinkling of agreements. Worth noting 
is the fact that, despite its low over-all 
frequency of appearance, drinking is 
listed in a fourth of retail-wholesale con- 
tracts—possibly because of the import- 
ance of contacts with the public by work- 
ers in these occupations. 

Discharge Procedures. Greater atten- 
tion is being devoted by negotiators 
to details of how discipline should be ad- 
ministered. Although clauses spelling out 
procedures for discharge are much less 
frequent than those which specify grounds 
for firing, their rate of increase has been 
over twice as great. Found only in 35 
per cent of 1950 contracts, such clauses 
now appear in 55 per cent—a jump of 
two-thirds in their frequency. Ranging 
from the bare requirement of notice be- 
fore firing up to provisions for prior sus- 
pension, formal hearings before discharge, 





and/or union participation, some kind of 
discharge procedure is carried in three- 
fifths of manufacturing contracts and 
two-fifths of non-manufacturing. 

The requirement for notice to the 
worker can mean anything from the rigid 
stipulation of one week’s (most frequent) 
or two weeks’ advance notice, to a mere 
written statement of reasons accompany- 
ing the notification of dismissal. There's 
little difference between manufacturing 
and non-nanufacturing in the frequency 
of this provision, with 28 per cent for 
the former and 26 per cent for the latter. 

Hearings before discharge are specified 
in a seventh of contracts, with nearly 
twice as many in manufacturing as in 
non-manufacturing. 

A warning must precede the firing of 
a worker in one-ninth of contracts. Here, 
too, the frequency for manufacturing 


companies is double that for non-manu- 
facturing. 


Right of Appeal. The right of appeal 
from dismissal is specifically recognized, 
and some sort of procedure for handling 
appeals is provided, in four-fifths of all 
contracts. An appeal must be filed within 
a stated time limit in 54 per cent of 
cases; within one to five days of dis- 
charge in about three-fourths of these. 

Employees found to be unjustly or im- 
properly dismissed must be reinstated, ac- 
cording to 49 per cent of contracts. Re- 
instatement with full back pay is auto- 
matic in three-fifths of these cases; in one- 
fifth, reinstatement is mandatory, but the 
amount of back pay is limited in a spe- 
cified degree; and in the remainder, the 
question both of reinstatement and of 
back pay is made the subject matter of 
arbitration. 


—Labor Policy and Practice (Bureau of National Affairs, Inc.), October 15, 1953, p. 3:4. 


MEETING THE PRODUCTIVITY ISSUE 


Tis year unions will press manage- 
ment for productivity clauses similar to 
that in the General Motors contract. The 
drive will be directed toward companies 
with 500 or more employees, probably 
mainly in the steel and steel fabricating 
industry. 

To prepare for these demands, it’s wise 
to take a look at the entire problem of 
productivity. Studies show that there is 
no such thing as uniform productivity 
gains throughout all industry, or even 
within an industry segment. The Council 
for Technological Advancement, an affili- 
ate of Machinery & Allied Products In- 
stitute, points out that output per man- 
hour in manufacturing increased about 3 


24 


per cent per year, on the average—but 
this figure is of doubtful use when the 
specific problem of a company-union con- 
tract is involved. 

The Council also warns that produc- 
tivity figures within a company or indus- 
try can be misleading, even when the 
figures are soundly based and carefully 
compiled. For example, business condi- 
tions can profoundly affect productivity, 
even though worker attitude is good and 
plant re-equipment high. 


In the long run, technology is probably 
the most important single factor determin- 
ing the level of productivity. High capi- 
tal investment outlays, with an increas- 
ing proportion going to equipment as com- 
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pared to industrial plant, have improved 
both quantity and quality of production. 
Other factors which influence produc- 
tivity include standardization of products, 
availability of parts and components, and 
management efficiency. 


If you have been confronted or expect 
to be confronted with productivity de- 
mands, labor and productivity experts 


ment in output per man-hour in your 
company. 

2. Try to keep part of that improve- 
ment for profit, arguing that some of it 
should go as a managerial increment ow- 
ing to management efficiency and invest- 
ment. 

3. If you grant a productivity clause, 
do so on the basis of your company’s ex- 


advise: perience, not on that of your industry 


1. Know the facts about the improve- or the general economy. 
—Steel, Vol. 133, No. 7, p. 71:1. 


The “Old Hands” Need Training, Too! 


IN THE BATTLE against mounting costs and manpower waste, more and more com- 
panies are making it a regular practice to provide training for experienced workers 
at periodic intervals. 

The mere fact that a worker is “experienced,” they reason, doesn’t necessarily 
mean he’s following the latest techniques for doing his particular job. He may 
be operating in the “good old way” simply because nobody thought to check up 
on his methods, point out new advances, and correct inefficient habits. They 
recognize, too, that since the war ended in Korea, many workers have been trans- 
ferred from job to job—and those employees high on “experience” in terms of 
seniority often are comparatively inexperienced in terms of the particular job 
they're doing. 

Here are some suggestions to help the foreman make sure that every experienced 
employee in his department is doing his job as efficiently as possible: 

1. High-seniority employees should be singled out for special observation. If they 
are checked as they go through the motions of their jobs, it should be easy to spot 
any flaws in their performance. 

2. Before any steps are taken to correct a worker, his job should be broken down 
and the methods carefully studied by the foreman. 

3. After the supervisor has analyzed the various steps of the job, he should con- 
sider the best approach to the worker, in terms of his personality and temperament. 

The foreman is then ready to go to work on retraining the “old hand”—providing 
he keeps two cardinal rules of human relations constantly in mind. First, the worker 
should not feel he’s being retrained—or he’s certain to resist. Second, the foreman 
should adopt a “‘let’s-see-if-we-can-improve-the-job” attitude and apply training 
gradually. 

—Foreman Facts (Labor Relations Institute, Newark, N. J.), Vol. 9, No. 19 





UNION “‘RETIREMENT VILLAGE”: The Upholsterers International, AFL, is work- 
ing out the details of a $5-million “retirement village” near West Palm Beach, 
Florida. The union has already purchased a 614-acre site and intends to build 
500 low-rent residential units, a convalescent and nursing home, a community 
center, recreational areas, and a man-made lake. Residence in the proposed village 
will be limited to union members (or couples) who retire under a recently negotiated 
industry-wide pension plan. 

—For Your Information (Edwin Shields Hewitt and Associates) 
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PROMOTION ISN’T EVERYBODY’S DISH 


Some prope climb up the promotion 
ladder at a fast rate; others seldom do 
more than creep up a few rungs. Are 
you happier if you belong to one group 
and not to the other? The answer de- 
pends, said Dr. James Bender at a recent 
meeting of the National Office Manage- 
ment Association, on whether or not you 
know the price to be paid for advance- 
ment, can pay that price, and believe that 
it is worth paying. 

The fellow who'd like to move upwards 
in his company should take some time out 
for self-assessment, counseled Dr. Bender. 
Three major questions call for an answer. 


1. What kind of person am I? You 
can kid other people about yourself and 
still be mentally healthy, said Dr. Bender, 
but once you start kidding yourself you're 
heading into the fog of frustration. He 
suggests that promotion aspirants take a 
long and searching look at their mental 
abilities, social aptitudes, nervous and 
physical energy, capacities for planning, 
organizing, directing, making decisions 
without undue worry, and maintaining a 
broad viewpoint. 

The most effective and the happiest 
person, said the psychologist, is the one 
who has tailored his aspirations to fit his 
abilities. 

2. What do I want? Along with in- 
creased prestige goes additional responsibil- 


ity. The higher the salary, the more one 
has to deliver to earn it. Do you really 
want higher status and more pay? A man 
will expend the effort and make the sacri- 
fices demanded by a higher job only if 
he himself wholeheartedly wants it. 


But if he’s being pushed by someone 
else or nagged by a feeling that he should 
want more than he has, he lacks the 
inner drive needed to propel him further 
up the ladder. Failure and frustration will 


be his lot. 


3. Is it worth it? The price can be high. 
Many people are quite satisfied, and justi- 
fied, in not wanting to pay it. 

One man, for instance, had racked up 
such an excellent sales record that he was 
twice offered promotion to the job of 
sales manager in his firm’s Chicago head- 
quarters. He refused it both times. His 
explanation: He liked selling and the 
area in which he lived and worked; he 
enjoyed his present social milieu and being 
with his wife and his children; he pre- 
ferred to retain his excellent digestion and 
his ability to sleep at night; he did not 
want to move into what he called “Ulcer 
Gulch” and pay the price for a better job 
and a higher salary. 

That salesman, said Dr. Bender, made 
a wise decision. For many, promotion 
may indeed prove a mixed blessing. 


—Supervisors’ Personnel Newsletter (Bureau of Business Practice, New London, Conn.), 
October 12, 1953. 





SUPPER MONEY FOR OVERTIME WORKERS: One company provides supper money 
only when it has failed to supply a box supper due to lack of notice, etc. Other 
companies give cash payment for four or more hours of overtime beyond the first 
shift only. Surveys also reveal the majority of companies still prefer to have 
employees eat on their own time. 


—Labor Checklist (Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, N. Y.) 8/5/53 
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THE SAD CASE OF COMPANY X. Factory Man- 
agement and Maintenance (330 West 42 
Street, New York 36, N. Y.), October, 1953. 
50 cents. When “Company X” sent a staff 
assistant to investigate the effectiveness of its 
industrial relations, it learned for the first 
time that the program was being unwittingly 
sabotaged by first-line supervision. The report 
is reprinted anonymously here, to show 
how definite improvement was achieved in 
safety training, indoctrination, supervision, 
working conditions, and upward lines of com- 
munications. 


HOW WESTERN UNION RECRUITS SCARCE ENGI- 
NEERING GRADUATES. By William Eugene Car- 
roll. Management Methods (141 East 44 
Street, New York 17, N. Y.), October, 1953. 
50 cents. Overcoming its earlier failure to tell 
graduating engineers about its accomplishments 
and to attract the necessary recruits, Western 
Union studied college catalogues, sent technical 
news and quarterly research reports to teach- 
ers of communications, gave pieces of expend- 
able equipment to school labs, and sponsored 
plant tours. The company’s locations, in major 
cities, are attractive to many engineers who wish 
to study for advanced degrees, the company 
has found. 


HERE’S WHAT LABOR WANTS NEXT. By Sidney 
Shalett. Nation’s Business (U. S. Chamber 
Building, Washington 6, D. C.), Volume 41, 
No. 9. 60 cents. A major labor-management 
impasse may develop next spring and summer, 
when the CIO steel and auto workers will 
press their demands for a guaranteed annual 
wage, this article predicts. Reviewing earlier 
attempts to establish such a plan, the author 
states that management fears labor may use 
the GAW as a wedge to gain further con- 
cessions, such as still higher pay rates and 
employment guarantees, while the unions ad- 
mittedly consider it a means of supplementing 
“inadequate” state unemployment compensa- 
tion benefits. 


THE CONSUMER PRICE INDEX. Bureau of Labor 
Statistics, United States Department of Labor 
(Superintendent of Documents; U. S. Govern- 
ment Printing Office, Washington 25, D. C.), 
May 15, 1953. 20 cents. A simple description 
of the content, compilation, and uses of the 
consumer price index, with emphasis upon its 
current importance in connection with collective 
bargaining and wage agreements. A section on 
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the uses and limitations of the index points out 
that it can be used with confidence for the pur- 
poses for which it was designed—to measure 
the effect of price change on purchasing power 
of families or urban wage earners on whose 
expenditures it is based—but that under no cir- 
cumstances can it be used to measure changes 
in living standards, in total living costs, or dif- 
ferences in price levels between one place and 
another. 


THE STATUS OF WOMEN IN THE UNITED STATES, 
1953. Women’s Bureau Bulletin 249, United 
States Department of Labor (Superintendent of 
Documents, . Government Printing Of- 
fice, Washington 25, D. C.), 1953. 15 cents. 
The status of women in government and 
politics, employment, professions, unions and 
other organizations and in protective legislation 
is surveyed in this pamphlet. Significant em- 
ployment trends revealed here include: 1) the 
growing proportion of married women in the 
labor force; 2) the increasing employment of 
older women; and 3) the spectacular growth 
in the number of women doing clerical work. 


THE FORGOTTEN MIDDLE-MAN IN ENGINEERING. 
By Lilyan B. Bradshaw. Journal of College 
Placement (123 South Broad Street, Phila- 
delphia 9, Penna.), October, 1953. $1.00. 
While great emphasis is being placed on 
recruiting new graduates, engineers with one 
to five years’ experience are growing restless 
and resentful over their slow progress in their 
companies, this article states. The author be- 
lieves that beginning engineers are being paid 
more than they are worth to industry, that 
they could be obtained at lower salaries if all 
industries agreed to scale down their offers, 
and that more time should be spent reviewing 
the progress of men already on the job. 


WHAT DO YOUR FOREMEN DO? By Gerald 
Nadler. Mill &» Factory (205 East 42 Street, 
New York 17, N. Y.), October, 1953. 50 
cents. To measure the daily content of non- 
repetitive foremen's jobs, this article outlines 
an occurrence study, which is an adaptation of 
the ratio-delay technique for setting allowances 
on production jobs. The occurrence study, 
this article states, permits longer observation 
of the foreman’s tasks than other methods, 
more attention to work simplification and train- 
ing needs, more logical work assignments, and 
better utilization of skills. 
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REDUCING THE WASTE OF OFFICE SUPPLIES 


Worn tre empcoyet lies the key to suc- 
cessful control of office supply costs. Care- 
ful budgeting by the purchasing depart- 
ment and strict economy measures im- 
posed by top management are effective 
only to the degree that waste is avoided 
at the “consumer” level—by rank-and-file 
office employees. The amount saved on the 
purchase of several new office machines 
may be offset in a year’s time by waste 
of items like carbon paper, typewriter 
ribbons, paper clips, pencils, and erasers. 
Obtaining greater utilization of such 
supplies by employees will invariably be 
reflected on office cost sheets. 

At the general offices of the Armco 
Steel Corp., Middletown, Ohio, some 
office supply costs have been reduced ap- 
proximately 30 per cent as a result of 
a program inaugurated about six years 
ago. The four-part program involves a 
centralized purchasing plan, a budget plan 
for all departments, a purchasing inven- 
tory control, and standardized forms. 

In setting up its centralized purchasing 
plan, Armco surveyed all its plants and 
parent companies to estimate annual 
usages and determine what supplies were 
generally used. All purchasing of stand- 
ardized items is done by the general pur- 
chasing department in the main office. 
The size of the orders is determined by 
reference to the cost of placing an order 
and the cost of carrying the inventory. 
The order quantity for a stored item is 
determined by the annual use in dollars 
rather than the annual use in units. Items 
with either a large dollar volume usage 
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or with a high dollar cost are ordered in 
proportionately smaller quantities. 

The company’s budgets are set annually 
and reviewed monthly by the controller’s 
division and department supervisors. At 
the monthly budget review, any depart- 
ment that has exceeded its budget is 
promptly contacted and asked to explain 
the overage. All items of office supplies 
expense are reviewed monthly. Overages 
for budgeted items are investigated by the 
controller’s division, and an attempt is 
made to correct the cause. All office sup- 
plies are stored in the general office store 
and distributed as requisitioned. The store 
is open five days a week for distribution 
of supplies. 


Several years ago the Hoover Co., 
North Canton, Ohio, appraised the prob- 
lem of office supplies waste and came 
up with two remedies which have found 
continuing application. First, letters are 
issued periodically to all employees urging 
them to exercise all possible care in their 
use of office supplies. Second, through 
an employees’ suggestion system, person- 
nel are encouraged by the possibility of 
cash awards to propose methods of ex- © 
tending the life of office supplies and 
reducing waste. 

Through previous tests, Hoover has 
determined the average life-span of all 
supplies used. By comparing these aver- 
ages with the amount of work produced 
per employee, each department manager 
can easily determine whether an employee 
is failing to utilize supplies properly. In 
the case of carbon paper used with mani- 
fold forms, for example, the department 
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manager maintains a record of the num- 
ber of forms used each month, together 
with the number of rolls of carbon paper 
issued each employee. By making a simple 
comparison, he is able to ascertain 
whether the operator has obtained maxi- 
mum use of the carbon rolls requested 
during the month, because he knows that 
a certain number of legible copies may be 
produced before the carbon is changed. 
When supplies are assigned in quanti- 
ty, or to cover extended periods, it na- 
turally becomes more difficult to deter- 
mine with accuracy the amount of waste 
that may exist. In addition, employees 
will find it more difficult to gauge their 


exact needs and have a greater tendency 
to order in excess of their needs. Bearing 
these facts in mind, Miles Laboratories, 
Elkhart, Ind., permits employees to requi- 
sition supplies for only one week in ad- 
vance. Each Wednesday the employees 
deposit in the company supply room an 
office supply requisition, signed and dated 
by them and specifying the quantity and 
description of the supplies they will re- 
quire for the coming week. After the 
requisitions are processed, the supplies 
are delivered to the employee's desk. A 
notice on the requisition reminds the 
employee that supplies are to be ordered 
for one week's duties only. 


Stuart Covincton. The Office, November, 1953, p. 66:2. 


Facts on Today’s White-Collar Worker 


WHAT IS THE present position of the white-collar worker in our economy? 
In 1949, there were nearly 61 million in the total work force of the U. S.— 
18 per cent managerial, 56 per cent in the manual work force and 26 per cent in 


the white-collar force. 


During the past 40 years, persons employed in our Amer- 


ican economy have increased 63 per cent, while during this same period of time, 


the white-collar increase was 183 per cent. 


Since 1940, the percentage of all manual workers to the entire work popula- 


tion has decreased, as has the managerial force. 


continues to increase. 


But the white-collar percentage 


Here are some other facts about white-collar workers: 


Male-Female Ratio. 
28 per cent of manual workers. 
61 per cent are female. 

Marital Status. 


Nearly half of all office workers are female, compared with 
In the clerical segment of the white-collar group, 


Nearly half of the women white-collar workers are married today 


—a marked difference from before the start of World War II. 


Age. 


The white-collar median age is 33.9 years; the median manual worker 
age is 34.7 years; and the median managerial age is 45.8. 


Average age of female 


workers is 31 years, compared with 36 years for males. 


Education. 
does the U. S. workforce as a whole. 


White-collar workers have one-third more formal education than 
The breakdown is as follows: Professional and 


Technical, 15.6 years; Clerical and Sales, 12.2 years; Non-Farm Management, 10.9 


years; Manual Workers, far below. 
Racial Factors. 


group, 14 per cent are Negroes. 
Unionization. 


Ten per cent of the total population of the U. S. is Negro, but 
Negroes make up less than 2 per cent of the white-collar group. 


In the manual 


Despite the considerable effort made in recent years by the large 


unions to organize office groups, only 16 per cent of all white-collar workers are 


organized, compared to 45 per cent of the manual workforce. 


Moreover, 60 per 


cent of the organized white-collar workers are in transportation, Federal Govern- 


ment, or fields of entertainment. 
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WHO’S CALLING ?* 


RECENTLY HAD A unique experience. I 
phoned a friend of mine, and his tele- 
phone operator did not ask my name. She 
promptly put my friend’s secretary on. 
And the secretary also failed to ask my 
name, my company, the business I had 
with her boss, when I was born, and was 
I a citizen. She just gave me the guy. 

When I had recovered from this extra- 
ordinary proceeding, I asked him, “How 
come?” He said they do it that way, and 
that all their telephone operators and 
secretaries are instructed to pass on every 
call without interrogation. 

Seems that one day their top man was 
subjected to the usual irritating catechism 
that is the order of the day on nearly 
every company telephone, and he blew 
his top. Now his company no longer sub- 
jects others to annoying heckling and 
time-consuming questioning. 

We have come a long way in business 
courtesy. Not for nothing have public 
relations men been on the job. Some 
letters still may be “dictated but not 
read,” but their authors no longer insult 
us by saying so. Fewer letters are signed 
by secretaries with their coy initials under 
the counterfeited signature. Collection 
letters have exchanged brusqueness for 
friendliness. In many waiting rooms, 
salesmen are furnished with trade publica- 
tions and other literature to read, and 
the more enlightened concerns supply 
them with an analysis of the business they 
are calling on, the names of executives 
and buyers, and their functions. 

Business has grown up to man’s stature. 


The very top men never did cower behind 
the skirts of their secretaries or bury 
themselves away from phone calls. They 
were always accessible to anyone, but the 
little shots too often had to be wooed and 
won to spare a moment of their precious 
time. 

In the new spirit that pervades business 
there still remains, however, one last link 
to the discourteous past: “Who's calling?” 


Why, in all fairness to the two parties 
concerned in a business telephone con- 
versation, should the caller be subjected 
to the necessity of furnishing an autobi- 
ography in order to be able to talk to the 
other man? There are not many really 
inconsequential calls, and the few that 
are can be easily terminated. In exchange 
for a small percentage of such calls, the 
man who will talk to anyone without 
first having a blueprint builds friendliness 
for his company and himself. 

Seems strange—doesn’t it?—that busi- 
nesses spend thousands of dollars to de- 
velop a friendly personality through ad- 
vertising, and then cancel its effectiveness 
in part by upstage telephone manners. 
Ever have the experience of being told by 
some secretary calling you for her boss 
te “hold the line” while His Majesty 
takes his time to pick up his phone, and 
you fiddle? That custom also should be 
scrapped. 

For myself, I have found ways to com- 
bat these twin evils. When they ask 
me, “Who's calling?” I say, “Napoleon 
Bonaparte.” That stymies the lassies so 
they put me on. Sometimes they tell their 


* Note: While the case made in this article for greater telephone courtesy is for the most part 
valid, the author's main contention cannot be accepted entirely without reservation: If the 
practice of requiring callers to identify themselves were universally abandoned, many execu- 
tives would never be able to lay down the receiver! Furthermore, there is much to be said 
for a secretary's announcing the names of telephone callers.—Ep. 
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boss, and I tell him about my pet peeve. 
If the guy is regular, he agrees it is a 
hell of a custom. 

On calling a man at his request, when 
he doesn’t come on, I go off. He then 
calls up and apologizes, as, indeed, he 
should. If he wasn’t ready to talk, he 
shouldn’t have phoned. And he should 


drop whatever he is doing when I come 
on, and talk with me. 

It is said that the best reformer is the 
one who begins on himself. 


Holy mackerel, now it just strikes me 
that maybe our own operators ask, “Who's 
calling?” And they do. Let’s all cut it out. 


—E. WesLey HENVER in Printers’ Ink. 


ON FILESMANSHIP 


Tue Human affinity for paper is a 
mysterious and wonderful thing. 
People like paper. They collect it, 
treasure it, and measure their importance 
by how much of it they receive and 
send. They hoard it as the philatelist 
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hoards stamps, and they revel in it like 
a puppy rolling in a drift of autumn 
leaves. And often they drown in it—or 
get backed into a corner by filing cases 
filled with it. 

There are three main types of Pa- 




















pyrophiles. (Spell it “Papyrofiles,” if you 
like.) 

There is, first, the Egopapyrophile. 
Male or female, this species cannot bear 
to part with even a single piece of paper 
on which any of his precious thoughts or 
calculations has ever been recorded. In 
his files, you will find the first memo he 
ever wrote himself when he came to work. 
It’s on the back of a crumbled envelope, 
and it says: “Find out when get paid— 
and why.” 

His first, second, third and fourth drafts 
of every memo or project he has had 
anything to do with are also on file. So 
are the final drafts. His files, in short, 
are drafty. 

He never refers to these things, of 
course. But if you watch him going into 
his office when he thinks you aren't, you'll 





see him bestow a loving pat on his es- 
carpment of filing cabinets as he goes by. 
Something like a contented, middle-aged 
alderman, furtively patting his little 
paunch after a good, heavy dinner. 

Next there is the Heteropapyrophile. 

This specimen cannot bear to part with 
any piece of paper anyone sends him, 
or any that he can get hold of in any 
other way. 

Direct mail from outside and inside 
the company; mimeographed, multilithed, 
multigraphed reports and announcements; 
and, of course, all memos in which his 
name or department is mentioned—all, 
all of them go to his secretary (or some- 
where) marked “File Carefully!” 

And clippings and tear-sheets out of 
anywhere (from the Speleological Review 
to the Wall Street Journal)—off they go 
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to the files. He says he may want to re- 
fer to them later; only, of course, he 
never does. 

No one has ever told him that the best 
filing cabinets are round, and that he 
has one right next to his desk—one that 
is invitingly empty every morning. 

It never occurs to him that if he 
wants to refer to a memo someone inside 
the company has sent him, he will have to 
remember who sent it to him or probably 
the files can’t turn it up for him. And 
if he remembers who sent it, the sender 
undoubtedly has a copy that he can get 
in five minutes. 

The Heteropapyrophile is usually a 
likeable fellow. He is easily pleased, de- 
lighted when you put him on a list to 
receive anything, prompt to thank you 
for “your interesting memo” next time 
he sees you. In fact, so grateful is he 
for these little attentions that he prob- 
ably doesn’t rate them. 

Now let us discuss briefly the Philan- 
thropapyrophile. 

He loves his fellow man, and he loves 
paper. Therefore, he showers paper 
upon his fellow man. 

The tops of his memos remind you 
of Koko in “The Mikado”— 
the man who “had a little 
list." These communications 
are addressed (by name) 
not only to the individuals 
interested, but to all their 


assistants and associates. To spread the 
wealth, his secretary either has to type 
four originals with four carbons each, 
or cut a stencil for the mimeograph ma- 
chine. 

He has never heard of the ancient cus- 
tom by which one can scribble the name 
of an assistant on an incoming memo, 
and thus make one piece of paper do 
the work of two. Or he doesn’t trust the 
recipient to do this. Which means he 
doesn’t feel the boss will think his memo 
is sufficiently important. 


Maybe the boss is right. 


—Reproduced by permission of NiIcHoLAs SAMSTAG, Promotion Director, 
Time, The Weekly Newsmagazine. Copyright 1953, Nick Samstag. 
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Song of a Successful Secretary 


I don’t have to say that my grandmother died 
If I want to turn out for the Giants; 

My boss won't grumble, my boss won't chide, 
I've got it down to a science! 

I don’t have to faint, or resort to tears, 
Or use any feminine wiles— 

They can’t fire me—for the past two years 
I've been keeping the office files. 


Yes, I have a system that’s all my own, 

And it can’t be explained and it can’t be shown. 
I file by number, I file by letter, 

I file by ways that are ten times better, 

I file by subject, I file by date, 

I file by city, I file by state. 

I shun the trite, and I scorn conventions, 
My filing system has four dimensions, 

I regard “In re” at the top of a letter 

As something to make it balance better; 

I pay no attention to underlining 

And seldom get down to the person signing. 
I've got the names of the firm’s officials 
Neatly arranged by their middle initials; 
Customers’ letters I've filed instead 

By the color and size of their letterhead, 


I'm the indispensable employee, 
They can’t take a step without me; 

And it costs them a raise and half-day free 
Everytime they attempt to flout me. 

So they can’t fire me, no matter how cross, 
No matter how mean and riling! 

I'm Garbo herself—I’m the boss’ boss, 
For I take care of the filing. 


—ELIZABETH ANN CHRISTMAN 


—Reprinted by special permission of The Saturday Evening Post. 
Copyright, The Curtis Publishing Company 





A SPECIAL AMA CONFERENCE FOR OFFICE EXECUTIVES 
“Integrating the Office for Electronics” 


to be held on Thursday and Friday, February 25-26, at the Hotel Astor, 
New York City, will be devoted to a presentation of U. S. Steel Corpora- 
tion’s newly developed system of integrated data processing through 


common-language machines—a major step toward the electronic office 
of the future. 
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Where Do U. S. Office Workers Work? 


THE MAJORITY of the nation's office workers today are found in 15,000 large 
firms, while less than half of America’s office employees work in the country’s 
million smaller offices, according to a recent study by Office Management magazine. 

Survey figures indicate also that the largest single group of office workers in the 
United States is found in the comparatively small number of firms which have 


over 200 office employees. 


Although there are only 3,100 firms of this size in the 


country, they account for 2,749,800 of the nation’s total of 6,851,800 persons 


working in non-governmental offices. 


Offices with 50-200 employees account for 1,059,969 of the country’s office 


workers. 


There are 11,926 offices in this category, according to survey figures. 


Thus, the total number of employees 1n the 15,026 offices which have more than 


50 workers is 3,809,769. 


In contrast, the 815,800 firms which have between one and four office employees 
account for 1,248,800 of the nation’s office workers, while 180,774 offices staffed 


by from five to 50 people have a total of 1,793,231 workers. 


Thus, the grand 


total of workers employed in offices staffed by less than 50 is 3,042,031—over three- 

quarters of a million less than the number of persons working in large offices. 
The figures quoted are based on Department of Commerce statistics, and have 

been substantiated by one of America’s major insurance companies covering indus- 


trial groups. 


They are believed to be conservative, since they are based on the 


generally accepted industrial insurance ratio of one office worker for every five “all 


type” workers. 


—Office Management 10/53 


Also Recommended « « « 





INSTALLING THE PUNCHED CARD PROCEDURE. 
By Herbert A. Fraenkel. Systems and Proce- 
dures Quarterly (Box 96, Madison Square 
Station, New York, N. Y.), November, 1953, 
$1.00. Clerical cost savings and greater speed 
in reporting will materialize more rapidly if 
the change-over from a manual to a punched- 
card system has been planned in detail before- 
hand, though significant results should not in 
any case be expected within the first six 
months, this author states. One of the most 
important phases of installation, he says, is 
designing codes for tabulating cards that will 
produce all the data management may request. 


FROM LAYOUT TO CONTRACT. By Homer B. 
Harrison. Systems Magazine (315 Fourth Ave- 
nue, New York 10, N. Y.), November, 1953. 
35 cents. Three separate steps in planning or 
remodeling any office are described here: estab- 
lishing the layout; preparing drawings and spe- 
cifications; and procuring material and equip- 
ment, letting contracts, and supervising con- 
struction. The most flexible layout is the one 
with the fewest partitions, the article suggests. 
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TOP MANAGEMENT AND ITS SYSTEMS NEEDS. 
Systems and Procedures Quarterly (Box 96, 
Madison Square Station, New York, N. Y.), 
November, 1953. $1.00. Executives of four 
companies emphasize that the systems staff 
must gear its approach and procedures to the 
temperaments of the individuals and the spe- 
cial characteristics of the organization con- 
cerned; report clearly to top management; and 
relay only vital information. One executive 
points out, for example, that his procedures 
staff is encouraged to report only the excep- 
tional situation or occurrence. 


HOW TO DETERMINE EFFECTIVENESS OF A 
PUNCHED CARD INSTALLATION. By Robert A. 
Fernsler. The Office (270 Madison Avenue, 
New York 16, N. Y.), October, 1953. 25 
cents. This checklist for surveying an organ- 
ization’s punched-card installation contains: 1) 
a resume of current utility and operating costs 
and of similar data for the previous year, to 
demonstrate growth of the unit; 2) a set of 
uestions for locating areas which require 
urther investigation or improvement; 3) a 
guide to possible solutions for problem areas. 
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BOOSTING PRODUCTION EFFICIE!CY: A CASE STUDY 


Thuis 1s THE story of how a semi-tech- 
nical staff of three production men hired 
and trained enough supervisors and op- 
erators to open four new sewing plants 
—with a total new employment of 700 
operators—in one year; got them run- 
ning profitably and on their own ma- 
chines; and devised methods and meas- 
urements to insure that every employee 
was doing a fair day’s work and receiv- 
ing a fair day’s pay. 

At the start we faced some formidable 
problems. First, we needed supervisors. 
We needed help that could learn rapidly; 
help that could teach and had a way 
with people; help that wouldn’t be afraid 
of paperwork; and help that would start 
at a level commensurate with our salary 
scale. Whom did we hire? School teach- 
ers, young salesmen, business and per- 
sonnel management graduates. All four 
types fitted the bill perfectly. 

Next came the problem of rapidly 
training our future plant and produc- 
tion managers in the specialized field of 
garment sewing. We opened a pilot 
plant with 100 operators, staffed with our 
best floorladies and mechanics—and liter- 
ally dumped the trainee in there. At 
first he was given various unskilled jobs; 
in his spare time he learned how to sew, 
fix machines, and route some of the basic 
styles. Later he took over the indoctri- 
nation of new employees and began, with 
some guidance, to run the pilot plant. At 
night he took basic background courses in 
industrial management, time and motion 
personnel management, and labor rela- 
tions. 
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After six months of this, we had men 
who could speak our language, knew our 
styles, knew what different machines 
could do, knew how to put together a 
garment and check its quality, recognized 
wasted labor, and could command re- 
spect and enforce discipline. 

The next immediate problem was to de- 
velop checks on the efficiency of all the 
indirect labor departments. We found 
that one of our major time-wasters was 
machine downtime. Believing in the 
adage that no one likes to work for noth- 
ing, we notified the operators that we 
would pay them on the basis of standard 
minutes for every minute spent when 
machines were down for repair. Here 
was a method that could show us in dol- 
lars and cents what we were paying for 
inadequate maintenance. To reduce down- 
time, we put the mechanics on a group 
bonus whereby they shared in all money 
saved below a fixed percentage of down- 
time minutes to available working min- 
utes. You should have been there to see 
the change! 

Again, we notified all employees that 
they would be paid for all time spent 
waiting for work or instructions. This 
put pressure on the floorladies and as- 
sured the new plant manager that his 
secondary line of supervision was func- 
tioning. Waiting for work is a negligible 
factor in any of our plants today. 

Another big problem was keeping the 
new sewers at their machines until they 
could complete the lengthy training pe- 
riods and earn more than the minimum 
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wage. Some of our jobs take as long as 
24 weeks to master, and we had a turn- 
over rate of over 70 per cent in these 
“more difficult operations. 

We examined our turnover reports and 
found that the biggest majority of “quits” 
came during the plateau period of the 
employees learning curve. We were los- 
ing very few girls in the early weeks. 
So it seemed clear that if we could catch 
the operators before they hit the plateau, 
begin paying them a production bonus 
for all minutes earned above average for 
each week, and carry them over the min- 
imum standard rate, we could expect 
them to continue to improve and begin 
earning the rate which their job grade 
called for. Accordingly, each new plant 
manager was ordered to call each em- 
ployee into his office when she went on 
the training curve and explain it to her 
thoroughly. He was to sell her on the 
idea that the minutes called for every 
week were entirely reasonable. He was 


to point out how she stayed above the 
curve in the period before the plateau. 
Thus the operators saw that they had 
been progressing at the normal learning 
pace and that continued effort on their 
part would guarantee staying above the 


curve. As a result, they actually begar 
trying to disprove the fact that a plateau 
must occur in the learning process. They 
now make every possible effort to prove 
to their supervisor that they are average 
or above by showing him they can earn 
more than standard minutes. Turnover 
has been reduced by 70 per cent. 


We have over 500 of these completed 
curves in our file, and they form the 
basis of our job-grading system. Our 
plant managers can give up worrying 
about labor loss so long as they know 
from the charts that all trainees are 
progressing according to the curves. 

Next, we had to devise a method of 
executive incentive for our plant man- 
agers. With the help of the IBM peo- 
ple, we devised a report which would 
give us weekly the amount of work in 
process, the amount of finished stock, the 
weekly production, the amount of ship- 
ments during that week, and the amount 
of unshipped orders. From this weekly 
report, each plant manager could readily 
determine whether the money he paid out 
for labor had been spent in making goods 
we could ship or whether improper rout- 
ing of work had been permitted. If he 
had produced more than he received in 
orders but did not ship an equal or larger 
amount, something was obviously wrong. 
By means of this plan, we insured that 
our plant managers would schedule pro- 
duction to meet sales and not to produce 
for the needs of their plant. 

What we have done, then, is to set up 
methods which control efficiency. The 
only method we had of knowing just how 
well our new plants were doing was to 
measure efficiency in those departments 
where the greatest loss could occur. We 
solved the problem by developing our 
own methods and measurements to give us 
weekly readings on all our operations, 
independent of the audit. 


—Rosert Levin in an address before the Eighth Annual Time and Methods Study Conference 


of the Society for the Advancement of 


Management with the 


American Society of Mechanical Engineers. 





SAFETY BONUS: At Kopper's Co., Pittsburgh, Pa., the safety program features a 
novel bonus: One day's pay after one no-accident year for each employee; two days’ 


pay after two or more novaccident years. 
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RULES OF WORK SIMPLIFICATION FOR SUPERVISORS 


Worx simplification is no longer the 
province of the experts. As the science 
of finding easier and better ways of doing 
work, it is everybody's business. In 
typical job shops, in the transportation 
and printing industries, in office and 
warehouse operations, in the home and on 
the farm, the application of the rules of 
work simplification will yield satisfying 
results to unions and management alike. 

In what better way can you, as a 
supervisor, show your appreciation for 
your people than by making their jobs 
more enjoyable? There are many ways 
of doing this: providing them with 
posture chairs instead of making them 
stand, providing them with good ventila- 
tion, and rearranging their materials and 
tools so as to save their legs and arms un- 
necessary travel effort. Indeed, it is not 
impossible that j might be made so 
attractive that operators 1 
go to work rather than to 
home! 

Common:sense application of the fol- 
lowing rules of work simplification should 
enable any supervisor to achieve excellent 
results: 


vuld prefer to 


remain at 


BASIC PRINCIPLES 


1. Eliminate all or part of the job, 
thus relieving the worker for more useful 
work elsewhere. Obviously, a far-sighted 
management would be reluctant to elim- 
inate a job before it had another spot 
for the worker, preferably at the same 
or higher pay. 

2. Combine two or more operations 
by employing some of the following rules. 
This is especially practical where an in- 
spection is combined with an operation. 

3. Simplify the job to reduce running 
around and extra motions. 

4. Do the job with the lowest pos- 


sible class of motions. It is easier to use 
the fingers for light work than the hands; 
the hands are easier to move than the 
arms; the arms easier than the legs; and 
the legs easier than the trunk. 

5. All tools and materials should be lo- 
cated within the maximum working area 
(circumscribed by the arcs of the hands 
in outstretched position); as much of the 
work as possible should be done within 
the normal working area (circumscribed 
by the arcs of the hands traversed by the 
arms when pivoting at the elbows). 

6. Tool and materials should be pre- 
positioned’ wherever possible. (How much 
time have you wasted in searching for a 
straight edge or pencil at home or in the 
shop?) 

7. The hand should not be used as a 
holding device; it should be reserved for 
more important work. 

8. Drop deliveries should be used 
wherever possible, thus eliminating put- 
away reaches. 

9. Both hands should do useful work; 
and, as far as possible, they should do 
the same thing at the same time. 

10. The hands should be relieved of 
work that can be done by the feet (pedals, 
floor switches, etc.). 

11. Rhythmical and curved motions 
are easier than jerky reciprocating mo- 
tions. 

12. The motions should be balanced 
wherever practical. The two hands may 
appear to be working, but close study 
may reveal they are not working at the 
same time and hence are really idle dur- 
ing part of the work cycle. 

13. Reaching should be eliminated or 
reduced. 
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14. Interruptions should be reduced 
or eliminated. Are there delays in the 
delivery of material to the operator? 


15. Can space be saved by more eco- 
nomical layout and shelves at the work 
place? 

16. Is the machine in good condition? 

17. Can the machine speed be in- 
creased without overworking the operator? 

18. What has been done to reduce un- 
necessary delays? 

19. Ejectors should be used wherever 
possible—especialy for put-aways. 

20. Can the make-ready or set-up time 
be reduced? 

21. Can the sequence be changed (for 
example, in cutting down machining 
time)? 

22. Are there any safety hazards on 
the job? 

23. Do you know positively that the 
material is being utilized to the fullest 
possible extent? 

OPERATOR COMFORT 

24. Can back-strain be relieved by 
raising materials to elbow height or with 
lift trucks or hoists? 


25. Does the worker have a genuine 
adjustable posture chair? Can she make 
the adjustments to suit herself—quickly 
and easily? Is it a safe chair? Does it 
conform to the contours of the body and 
back? 

26. Is the lighting of the proper inten- 
sity and quality? How do you know? 

27. What light paints have you used 
to make the new job attractive? What 
help did you have in selecting these 
colors? 

28. Are fans and other ventilating de- 
vices adequate? Or do most of the op- 
erators continue to sweat it out under 
the new set-up? 


PSYCHOLOGICAL 

The day is past when management can 
change a pulley at five o'clock Friday 
afternoon and expect the worker to be 
happy the following Monday moming. 
Unless, therefore, the following prin- 
ciples of conduct are observed, the very 
best ideas for improvement will have 
tough sledding. 

29. The boss should be sold. Have 


the necessary approvals been obtained? 
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30. The operator should be sold—from 
the very beginning. 

31. Credit should be given where due 
—generous, sincere credit. 

32. Remember that people resent cri- 


34. We resist new ideas. Wrong: 
“Look how much easier it is to do it this 
way than the way you are now doing 
it!” Better: “There must be an easier way 
of doing this; suppose we both think 
about it until tomorrow.” 


ticism. Wrong: “That's a crazy way of 
doing that.” Better: “Can you think of 
a better way of doing that?” 

33. People resist change. Wrong: 
“Next week I'll expect you to double your 
production.” Better: “Do you think you 


Willa Cather once said, “Man is the 
only animal that fights to stay in a rut.” 
Someone else said that the birth of a 
new idea is the most painful of all human 
experiences. These truths must be well 
understood before the attempt is made 
can produce 10 per cent more next week to secure the savings and other benefits 
and perhaps keep this up for 10 weeks?’ that work simplification can bring. 


—Haro_p R. NIss.ey in Machine and Tool Bluebook. Cartoons reproduced by 
courtesy of J. D. Woods & Gordon, Ltd., Toronto, Ont. 


Spotting “‘Breakdown-Prone” Equipment 


LET’S BORROW A THOUGHT from the safety engineers who tell us that in many 
operations a relatively small proportion of employees is likely to have most of the 
accidents. Just as some people are accident-prone, some pieces of machinery and 


equipment are “breakdown-prone.” A close analysis of repair and maintenance 
problems will show whether or not there are “repair repeaters” in your department. 

In order to spot recurring maintenance problems, it is necessary to have basic 
equipment records. One of the best approaches is to set up a simple repair record 
for each machine or piece of equipment in the department. File cards can provide 
space for recording the date of each repair job, the parts replaced, the nature 
of the work done, and the amount of time the machine is “down” to complete 
repairs. More detailed records can also include information on repair costs, material 
costs and other notes. Whatever records are set up should be simple so that the 
record keeping itself does not become a major clerical burden. 

Equipment records must be kept for a period of time before the pattern of 
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maintenance problems can be studied. But once you have the facts, your record 
system can pay off in a number of ways. 

1. Repair histories will show what parts require repeated adjustment or 
replacement. Here, you may want to double-check the methods of in- 
stallation or recommend the redesign of some parts. 

Records will help you decide when preventive maintenance checks or 
shutdowns should be scheduled to forestall major breakdowns. 

Facts are needed to determine whether equipment should be replaced or 
continue to be repaired. 

Repair records can help supervisors evaluate changes in motors, controls, 
materials and equipment design. 

Records will quickly spot the “repair repeaters’ which require special 
study and follow-up. 


—Management Information (Elliott Service Company, 
30 N. MacQuesten Parkway, Mt. Vernon, N. Y.) 11/16/53 





EACH YEAR about two million young people in the United States get their first jobs 
or begin to look for a job, according to the Twentieth Century Fund. Roughly one 
and a half million workers die or retire because of age or disability. 





A Supervisor's Prayer 


Dear Lord, help me to become the kind of supervisor my management 
would like to have me be. Give me the mysterious something which will 
enable me at all times satisfactorily to explain policies, rules, regulations, 
and procedures to my workers even when they have never been explained 
to me. 

Help me to teach and to train the uninterested and dimwitted without ever 
losing my patience or my temper. 

Give me that love for my fellowmen which passeth all understanding so 
that I may lead the recalcitrant, obstinate, no-good worker into the paths of 
righteousness by my own example, and my soft persuading remonstrance, 
instead of busting him in the nose. 

Instill into my inner being tranquillity and peace of mind that no longer 
will I’ wake from my restless sleep in the middle of the night, crying out: 
“What has the boss got that I haven’t got, and how did he get it?” 

Teach me to smile if it kills me. 


Make me a better leader of men by helping develop larger and greater 
qualities of understanding, tolerance, sympathy, wisdom, perspective, equa- 
nimity, mind-reading and second sight. 

And when, dear Lord, Thou hast helped me to achieve the high pinnacle 
my management has prescribed for me and when I shall have become the 
paragon of all supervisory virtues in this mortal world—dear Lord, move over. 


AMEN 











—By an unknown supplicant. Quoted by Wellington Powell, Vice President and General 
Manager, New York Telephone Company, in an address before a session of the AMA 
Management Course. 
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NO ROOM FOR COMPLACENCY 


Miucu oF american industry's produc- 
tion equipment is ancient, of obsolete 
design, and incapable of attaining the 
efficiency that is made possible by mod- 
ern production techniques. 


This fact is documented by a survey of 
metalworking equipment just completed 
by American Machinist magazine. The 
survey findings indicate that more than 
half (56 per cent) of American industry's 
most basic production equipment—ma- 
chine tools and metal-forming units—is 
overage, and that much of it is so old 
that it has very limited usefulness. More- 
over, the survey reveals that since Korea 
this situation has become dangerously 
worse. 

As a nation, we have spent about $125 
billion for new industrial plant and equip- 
ment since World War II—more than in 
any previous period in our history. Dur- 
ing 1953, American industry invested $21 


billion in new plant and equipment, an 


all-time high. From this, it would be 
reasonable to infer that our industrial 
plant and equipment must be in fine con- 
dition. 

Actually, more than one million ma- 
chine tools (out of a total of less than 
two million in the metalworking indus- 
tries) are at least 10 years old, the survey 
shows. Many of these, after day-and- 
night operation during the war years and 
the recent rush to rearm, are actually 
much older than this production-wise. 

Almost one out of five machine tools 
is more than 20 years old. Most of these 
machines are so outdated by modern 
standards that they have little more than 
scrap value. Two out of three machine 
tools are of designs pre-dating World War 
II, though many of them have been built 


since the war. Thus, two-thirds of our 
machine tools fail to incorporate the many 
major postwar improvements in design 
and operating methods. 

Never before has outmoded high-cost 
equipment been so widely diffused 
throughout American industry. In every 
one of 15 major divisions of metalworking 
production, more than 45 per cent of the 
machine tools are at least 10 years old. 

Why has the condition of our metal- 
working equipment been steadily dete- 
riorating since the end of World War 
II? The larger part of the explanation 
lies in the tremendous postwar expansion 
of the American economy. This ex- 
pansion, which has more than doubled 
our total industrial capacity, has imposed 
requirements for metalworking machinery 
that have been met only by more exten- 
sive use of old and obsolete tools. 

There are those who argue that the 
time has come to cut back investment in 
new industrial plant and equipment and 
divert more of the national income into 
current consumption. They cite both 
the great increase in the nation’s total 
industrial capacity since World War II 
and the fact that some industries now 
have more than ample producing capacity 
to meet their needs. -But this type of 
calculation leaves out the efficiency of 
that producing capacity. 

The findings of this survey make it 
clear that in the key field of metalwork- 
ing we are alarmingly short of first-rate, 
low-cost producing capacity. If we fail 
to remedy this situation by speeding the 
replacement of obsolete tools, it will be 
at the peril of our prosperity, of a sus- 
tained increase in our standard of living, 
and of our national security. 


—Factory Management and Maintenance, January, 1954. 
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INTANGIBLE GAINS . . . THEY'RE IMPORTANT. 
By Jervis C. Webb. Flow (1240 Ontario 
Street, Cleveland 13, Ohio), November, 1953. 
30 cents. This compilation of important but 
intangible cost-cutting factors in materials 
handling covers the four broad areas of trans- 
orting, storing, processing, and assembling or 
hcieating a product. Mechanized delivery of 
parts and sub-assemblies can, for example, re- 
duce delays due to human error, keep produc: 
tion flow smooth and balanced, minimize stor- 
age space, prevent accumulation of excess or 
outmoded parts, and provide for first-in-first-out 
operations when products are perishable or 
delicate. 


ATOMIC SCIENCE HELPS INDUSTRY. American 
Exporter Industrial (386 Fourth Avenue, New 
York 16, N. Y.), November, 1953. Gratis. 
Lists the characteristics, applications, control 
requirements, safety considerations, and sources 
of radioactive isotopes for industrial use. While 
most uses of radioisotopes in the research and 
quality control laboratory stem from their 
ability to act as tracers, the majority of appli- 
cations in the production shop to date use 
the rays emitted as measuring devices, the 
article states. 


INDUSTRIAL NOISE. Factory Management & 
Maintenance (330 West 42 Street, New York 
36, N. Y.), December, 1953. 50 cents. This 
six-part symposium on standards, measurement, 
abatement, and legal problems of noise, hear- 
ing tests, and deafness counsels industry to 
consider available facilities for noise abate- 
ment now, since enforcement of some standard 
of allowable noise is not far off. While no 
industrial process will have to be abandoned 
because of its high noise output, the article 
predicts, full use of known noise-reduction 
measures and ear-protection devices may be 
necessary in such plants as those testing jet 
engines. 


CHECK THE PLANT SANITATION FACILITIES. By 
L. J. Wills. Plant Administration (481 Uni- 
versity Avenue, Toronto, Ont.), October, 1953. 
50 cents. This outline for selecting, locating, 
controlling, and maintaining personal facilities 
in factories covers drinking water, toilets, wash 
and locker rooms, lunch rooms, and rest rooms. 
The most seriously neglected area in the 
plant, the author states, is often the wash 
room and locker room area, though these 
facilities are most essential for health protec- 
tion and morale. 
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“FEEDBACK"——-HEART OF AUTOMATIC PROCESS 
CONTROL. Factory Management and Mainte- 
nance (330 West 42 Street, New York 
36, N. Y.), October, 1953. 50 cents. This 
article describes the operation of an automatic 
process control system by using the simple 
example of regulating furnace heat in a home, 
by describing the six elements of any feedback 
control system, and by showing a typical job 
4 feedback system—automatic speed con- 
trol. 


2-WAY RADIO TUNES IN 7-WAY SAVINGS. Flow 
(1240 Ontario Street, Cleveland 13, Ohio), 
November, 1953. 30 cents. How an industrial 
radio system originally installed for materials 
handling in the production of steel was later 
used in a manufacturing company’s modern- 
ization program—for various aspects of safety, 
training new operators, repair and mainte- 
nance, interchange of handling equipment, and 
savings in the time of personnel. The company 
estimates that the radio equipment paid for 
itself within a year and will eventually increase 
over-all efficiency 30 per cent. 


FORD BET A BILLION ON NEW TOOLING. Amer- 
ican Machinist (330 West 42 Street, New York 
36, N. Y.), October 12, 1953. 50 cents. 
Examples of the management reorganization, 
methods, and tooling used in Ford Motor Com- 
pany’s $900-million expansion and moderniza- 
tion program and bid to regain sales leadership 
in the automobile industry are given in this 
special report. The report also describes the 
“profit center” system used to insure the efh- 
ciency of decentralized units of the company 
by determining the prices at which divisional 
products will be sold to the consuming divi- 
sions. 


ORGANIZATION FOR PRODUCTION ENGINEERING. 
By R. H. McCarthy. Mechanical Engineering 
(20th and Northampton Streets, Easton, 
Penna.), October, 1953. 50 cents. The re- 
sponsibilities of product designers and of pro- 
duction engineers for 26 different steps in- 
volved in industrial projects are set forth in - 
this article, with examples from the manufactur- 
ing division of Western Electric Company. 
Four major categories of work are assigned to 
the production-engineering organization: 1) 
design liaison; 2) prescribing manufacturing 
methods and processes; 3) provision of facili- 
ties; and 4) continuing cost reduction and 
development. 
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WHAT MAKES AMERICA GREAT? 


Tue ate Charles W. Appleton, vice 
president of General Electric, once ob- 
served that 60 per cent of his company’s 
sales were the result of products and im- 
provements that 13 years before had ex- 
isted only in the minds of men. 

Was the public waiting for them? Not 
on your life! They were met with the 
same skepticism that would have been ac- 
corded a proposition to fly the stratos- 
phere or grow strawberries in Alaska. 

Professor Langley’s proposition that 
man could fly, Marconi’s experiments 
with radio, and even the theories of 
George Stevenson, inventor of the idea of 
a railroad train and a track, were sneered 
at. Asa matter of fact, both Marconi and 
Stevenson narrowly escaped being thrown 
into jail for their “fraudulent claims.” 

Today there are a thousand new things 
aborning. Laboratories are working on 
petrochemicals, on new electronic devices, 
plastics, by-products of the split atom, 
new synthetic fibers, solutions to the prob- 
lems of dust, smoke, and friction, as well 
as on stronger, lighter, cheaper and 
longer-lasting building materials. These 
are just a few of the innovations on the 
horizon. 

Will the American people accept them 
in their march to a better life? Well, 
salesmen will see to that. The American 
salesman, unlike his kind in other coun- 
tries, is not a mere order-taker—he is a 
promoter. He is a merchant, not a store- 
keeper. He is an educator. He doesn’t 
merely “keep goods for sale’—he takes 
pains to promote their sales. 

Foreigners often refer, with a slight 
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smirk, to America as a “nation of pro- 
motors.” They couldn’t be more right. 
But if they look through the dictionary 
for a definition of the word, they would 
find that to promote means “to encourage, 
to dignify, to stimulate, to move for- 
ward.” 

We have always needed exhorters and 
stimulators to keep humanity moving for- 
ward. Columbus doubtless sold Isabella a 
bill of goods before he could take off on 
his journey westward. And it was a 
group of zealous patriots who inspired our 
early forefathers to fight for American 
freedom. American salesmanship has 
shown equally great resourcefulness and 
ingenuity in the field of business activity 
—in manufacturing, transportation, utili- 
ties, finance, insurance. It is, in fact, the 
quality of promotion that established 
America’s economic greatness. 

In the past few decades hundreds of 
new selling ideas have been introduced 
by enterprising salesmen. These include 
factory-to-consumer selling, installment 
financing, money-back guarantees, testi- 
monials by satisfied customers, free trial 
demonstrations—to mention just a few. 
As a result of these selling innovations 
the entire field of retailing began to 
change, in an effort to bring prices down 
further and to widen the influence of 
efficient selling techniques. This led to 
such institutions as the mail-order house, 
the department store, and the chain store. 

The idea of mass selling virtually 
changed the course of life in America. 
Because mass selling made possible mass 
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production. And mass production, better 
than anything else, epitomizes America’s 
world leadership. It must be mentioned 
here that another device of “salesmanship” 
helped tremendously—mass credit. Mass 
credit often made possible mass sales— 
which, in turn, created the facilities for 
mass production. 

It would take a book to describe ad- 
equately the resourcefulness, the energy, 
the strategy American salesmanship has 
used in the study of human behavior and 
the ways in which it has applied this in- 
formation to persuade the individual to 
improve his own material well-being. 

American salesmen represent one of 
our great native resources. The plain, 
simple fact is that the United States of 
America keeps moving forward only 


—MERLE THORPE. The Manufacturing Jeweler, December 3, 1953, p. 11:2 


through the indestructible spirit of these 
Business Ambassadors of the More 
Abundant Life. And the hopes of the 
average American family for higher stand- 
ards of living from generation to genera- 
tion depend in large measure on their 
continuing effectiveness. 

Salesmanship speeds obsolescence. It 
keeps us from growing stagnant, for it 
creates and conserves employment. It is 
the natural enemy of frozen assets. It is 
the salesman who creates payrolls, profits, 
dividends, jobs. It is the selling process 
that provides the billions of dollars the 
government needs for its maintenance. 

We all hope and pray for an expand- 
ing economy. American salesmanship has 
been, and is today, the means whereby 
that hope can be realized. 


7m 


SALES RECRUITMENT AND TRAINING TODAY: A SURVEY 


W uat’s THE best source of new sales 
personnel? According to 140 manufactur- 
ing companies participating in a survey 
recently completed by the National In- 
dustrial Conference Board, it’s the college 
and university. Over half of the respon- 
dent firms reported that they recruit new 
sales personnel right on the campus. 

Sixty companies cooperating in the 
survey report finding good sales material 
in other departments of their own or- 
ganizations. Salesmen presently employed 
and other personnel within the company 
provide leads on possible new additions 
to the sales force in 42 of the companies 
surveyed. 

Forty-five of the cooperating com- 
panies advertise for sales help in news- 
papers and trade magazines, but in only 
two cases is this the principal method of 
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recruiting salesmen. Thirty-one of the 
better-known companies fill part of their 
sales force requirements by screening un- 
solicited applications for employment, 
while 22 use employment agencies to re- 
cruit sales help. Other sources mentioned 
include hiring successful dealers and dis- 
tributors; referrals by customers; trade as- 
sociations; and management consultants’ 
referrals. Only a few companies report 
hiring competitors’ salesmen in any sig- 
nificant numbers. 

To select the best qualified men for 
sales work, the majority of the companies 
surveyed have screening systems. These 
systems employ the following methods: 
personal interviews, aptitude and other 
tests, investigation of references, applica- 
tion-blank analysis, on-the-job evaluation, 
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and physical examinations. A combina- 
tion of two or more methods is usually 
employed, in order to avoid “blind spots” 
in the selection process. 

Almost three times as many companies 
prefer to hire men who have pre- 
vious sales experience as look for prior 
selling activity as a prerequisite, accord- 
ing to the Conference Board survey. 
Forty-three per cent of the cooperating 
companies give sales trainees at least one 
year’s training before they begin full- 
time selling. Thorough sales training is 
especially prevalent in the metal products 
industries, where specialized product 
knowledge is often essential. 

Formal sales training programs are 
conducted by 64 of the 128 reporting 
companies. Such programs generally cover 
(1) indoctrination in all phases of com- 
pany operation, (2) product knowledge, 
and (3) selling techniques. A _ well- 
planned, thorough-going sales training 
program is often considered to be a strong 





selling point in attracting would be sales 
recruits. 

Approximately two out of three com- 
panies report maintaining some form of 
continuing training for experienced sales- 
men. The fregency, duration, and formal- 
ity of such “refresher” training vary con- 
siderably from company to company, but 
the basic objectives are about the same: 
to keep salesmen interested in their work 
and well-informed on company products, 
sales policies, and the best ideas of sales 
promotion. 


Over 70 per cent of the companies 
reported that they maintain a more or 
less continuous check on the results of 
their recruiting, selection and training 
programs. Some companies judge the 
effectiveness of their methods simply by 
the performance of salesmen in the field; 
others rely on periodic evaluation by su- 
pervisors. Sales records, merit ratings, 
and territorial efficiency comparisons are 
used regularly by some firms to aid man- 
agement in evaluating sales performance. 


Group Selling Makes a Comeback 


WITH THE RETURN of hard competition, marketing men are reviving some of the 


techniques they let slide during the days when they didn’t have to sell. 


The 


latest device to make a comeback is group selling, which Lincoln Electric Company 
(Cleveland) is using as the key to its 1954 sales program. 

Group selling is the salesman’s dream. Instead of talking to, say, 40 prospects 
at 40 times, he talks to them all at once in one room. This technique works par- 
ticularly well with production people. Regarded as among the toughest prospects 
for a salesman to sell under ordinary circumstances, production men can be lured 
out even in stormy weather for a two-hour educational and demonstration session— 
especially if the demonstrator promises to stress cost-cutting. 

Lincoln people are sold on the idea from their experience with it in the year 


and a half before Korea. 


In that period they held 750 meetings, attended by 
about 10,350 production people—and sales went up 300 px 


cent while sales 


of the industry as a whole were declining. 
Another big reason why the company likes the idea: Group selling has reduced 
selling costs to the lowest point in the company’s history. 


—Business Week 11/2/53 


Guard Those You Love — Give to Conquer Cancer! 
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COPING WITH SLOWER COLLECTIONS 


A.most any business may face a serious 
credit dilemma during a period of slack 
sales. On one hand, the need to keep 
volume high is a strong reason to ease up 
on credit. On the other, the weakness of 
the market means that credit risks gener- 
ally are increased. It’s the rare company 
that finds the exact point of balance 
between these pressures, yet a good work- 
ing equilibrium can be achieved by using 
all available sources of credit information 
and by giving careful attention to other 
important credit safeguards. 

One of the best channels for fresh 
credit information is the company’s sales- 
men, yet many businesses do not tap this 
source because salesmen may fear that 
querying a customer about his credit 
standing will hurt business—while the 
credit man is likely to feel that sales- 
men’s judgments aren't reliable. These 
difficulties can frequently be minimized if 
top management takes the lead and sets 
the objective. Where practical, arrange 
for both sides to discuss accounts from 
the credit angle. Such a meeting is espe- 
cially valuable when the company has 
decided to screen accounts more carefully 
or tighten up on collections. 

In strengthening your procedures for 
getting credit reports from other suppliers 
in trade, make sure, if you contact only 
a small fraction of an account's references, 
that your sample includes some of his 
minor suppliers, who are often the first 
to feel trouble. Also, it’s best not to 
query the same firms too often. 

It’s surprising how many companies 
which make a real effort to collect ade- 
quate credit information fail to develop 
an automatic warning system to flag de- 
linquent accounts. If you have several 
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hundred accounts, a visible ledger card 
file is often the best set-up. 

The mere fact that an account is over- 
due does not, of course, indicate whether 
the delinquency is cause for worry. More- 
over, it is always unwise to judge an 
account on the basis of current ratios 
only. A regular comparison with past 
years is the only way to get a true per- 
spective. 

Conditions today demand individual 
treatment for each debtor. Any rigid, 
over-all policy will inevitably antagonize 
some potentially profitable accounts— 
which in all likelihood will be receiving 
more sympathetic consideraton from your 
competitors. 

Certain problems, however, are recur- 
ring with increasing frequency these days. 
You'll want to keep an eye out for these 
possibilities when you start analyzing the 
causes of any delinquencies among your 
accounts: 

Deliberate slower payment policy. 
There is a growing practice in some trades 
of living on suppliers’ capital instead of 
dipping into reserves or borrowing from 
banks. And some retail buyers are tend- 
ing to cover up their heavy inventories 
by delaying submission of suppliers’ in- 
voices to the accounting department. Most 
suppliers agree ruefully that the only 
course is to live with the practice, at least 
as long as your own resources can carry 
the strain. 


Capital pinched by lax collection policy. 
Credit men these days tend to be less 
tolerant of the old excuse, “We've got 
the business and we intend to settle but 
our accounts just aren't paying.” If the 
debtor has let its collection machinery 
gather rust in the days when bad debt 
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losses were low, what is the company 
doing to correct the situation? 

Working capital frozen in inventory. 
The real danger lies in accounts that 
don’t unload in time. For the supplier, 
therefore, the job is not only to check the 
old yardsticks like turnover and stock- 
sales ratios, but the outlook for sales in 
the customer’s industry and the market- 
ability of his stocks. 


Excess plant capacity. The tapering off 
of defense business and return of seasonal 
sales patterns have caught some companies 
with more idle capacity than they ex- 
pected. Also, a number of manufacturers 
who expanded their plants to handle peak 
business now find themselves stuck with 
machinery, plant and warehouse space 
that isn’t paying for itself. If the cus- 
tomer is borrowing money to finance 
overhead and isn’t actively or successfully 
soliciting new business, he is probably a 
poor bet. 

Inadequate cost controls. With lower 
prices likely for many products this year, 
creditor companies should review debtors’ 
profit and loss statements critically to see 
how individual cost items stock up against 
other companies in the same industry. 

Aid to customers can range from 
simply allowing more time to pay to ac- 
tively helping managements on sales, pro 
duction and financing problems and ex- 
tending more credit. In deciding whether 
to give assistance of this kind, you should 
consider such questions as these: 

1. Will the account be able to carry 
the ball after you lend a hand? Normally, 


where past business has been profitable 
and relations with the customer unusually 
good, you might carry him beyond your 
usual “grace” period. Today, however, 
suppliers are tending to insist a little more 
on evidences of the customer’s managerial 
skill. 

2. Is business from the account worth 
keeping? Many suppliers are taking a 
more hard-boiled attitude toward pro- 
fitability of their accounts. Appraisal of 
the company’s future prospects as a source 
of business is obviously important. 

3. What are other creditors doing? If 
they have put pressure on the account 
and are getting results, leniency on your 
part can be a mistake. On the other hand, 
if they are giving the debtor a chance to 
work out of his difficulties, you might 
well string along, other factors being 
favorable. 

4. Should you sit tight? Few of the 
cases of slow payments today are causes 
for alarm. Odds are that if you maintain 
a close watch over the account through 
an effective “alert system,” you can afford 
to give the customer a chance to recover, 
and win extra business when he does. 

5. Should more credit be extended? 
Opinion has always been split on the wis- 
dom of compounding the investment in a 
delinquent account. Extension of credit 
frequently amounts to an investment in 
the customer’s future business. If you 
have any doubt at all, it will pay to 
make a detailed credit investigation be- 
fore you commit yourself. 


—Staff Report (Research Institute of America, Inc., 292 Madison Avenue, 
New York 17, N. Y.) November 17, 1953, p. 1:7. 





IN URBAN AREAS, women’s total money income—including money from wages, 
salary, self-employment, rents, interest, etc—averaged about two-fifths of that of 
men in 1951, while in rural areas it averaged less than a third of men’s. 
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—U. S. Department of Labor 
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DO-IT-YOURSELF: A NEW BILLION-DOLLAR MARKET 


Dorryoursetr is big business today— 
in fact, it is rapidly proving itself the 
greatest market development since self- 
service. 

According to one estimate, during every 
hour of the shopping day do-it-yourself 
customers buy a million dollars’ worth of 
lumber and building supplies, spend 
$200,000 for paint and wallpaper, and 
thousands more for floor covering, wall 
tiles and power-driven tools. 

Although the trend has developed 
slowly over the last 20 years (actually, 
the market is as old as frontier America), 
only a few companies saw it coming be- 
fore the war. Since 1947, consumer sales 
of paints, hardware and tools have gone 
up as much as 200 per cent or more, and 
in many cases sales now rival industrial 
volumes. 

Both leisure time and higher incomes 
have brought a tremendous increase in 
the number of home workshops, where 
week-end carpenters can turn out prac- 
tical items, either from kits or from sim- 
plified, pre-engineered plans and patterns. 
To win a share of this market, many 
manufacturers are now adapting indus- 
trial lines to the home market. Some are 
completely redesigning their products 
for easy home installation. 

What forces are behind the do-it-your- 
self trend? One market researcher, Alfred 
Politz of New York, offers this explana- 
tion: Before the war, many Americans 
were dissatisfied with the high cost of 
home repairs and improvements made 
by professional builders and decorators— 
but felt only a “passive sadness” about 
it. During the war, however, they 
learned to get along without profes- 
sional help and like it. After the war, 
building and decorating costs shot sky- 
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ward, and the war-trained consumer's 
“sadness” was translated, says Politz, into 
practical action. Although a large part 


of the new business is home projects 
which would have been left undone if 
consumers had not tackled them on their 
own, Politz thinks that at present the bulk 
of the do-it-yourself market is at the 
expense of the professional. 


There is immense significance in the 
trend for manufacturers in terms of new 
distributional patterns, new marketing 
techniques, and increased production. Be- 
fore the war, for example, only a few 
manufacturers produced power tools for 
the home market, and these devoted only 
a small part of their production to the 
consumer, at prices far too high for gen- 
eral acceptance. In contrast, last year 
there were some 30 manufacturers of 
power saws, some 40 makers of small, all- 
purpose drills and sanders. Total sales 
of these products shot up from $6 mil- 
lion in 1947 to around $100 million last 
year. 

The extent to which the new market 
can be pushed is just about unlimited. 
1952 estimates put the amount of do-it- 
yourself money available at about $77 
per U. S. home, but the actual figure 
today is probably higher. The sale of 
work clothes is an indication of the depth 
of the movement, with sales to white- 
collar workers rivaling sales volumes to 
labor. 


Both Firestone and Goodyear are estab- 
lishing do-it-yourself centers in depart- 
ment stores to promote pre-cut foam 
rubber. Reynolds Metals Co. is currently 
offering aluminum in pre-cut sheets and 
tubes for do-it-yourself projects. An- 
other marketer, American Welding & 
Manufacturing Co., is now distributing a 
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kit for metal sliding doors to be built 
at home. There are literally hundreds 
of subsidiary manufacturers coming into 
the home furnishing market with every- 
thing from low-cost wood decals and 
home ceramics kits to knocked-down pe- 
riod furniture. 

The biggest job now facing do-it-your- 
self marketers is to devise a step-by-step 
educational program to prove to home 
makers just how easy it is to handle the 
larger building projects, which many still 
believe can be done only by skilled trades- 
men. Consumer ads, point-of-sale mate- 
rial, and thousands of how-to books and 
booklets now are showing the average 
home owner that if he can handle a ham- 
mer and saw he can build anything from 
a bird house to a six-room, split-level home. 





Many lumber and hardware dealers 
are now offering full courses of instruc- 
tion conducted by visiting “guest lec- 
turers” from the building trades. Other 
dealers are giving morning classes to 
housewives in the art of paper hanging, 
installation of wall and floor tiles, paint- 
ing, etc.; and a number of recently 
started pay-as-you-go plans permit the 
customer to pay a fixed amount per month 
for his tools, instruction, and materials. 


There is an old expression in the build- 
ing industry that sums up the new move- 
ment neatly: “sweat equity.” It simply 
means that the average home owner is 
now willing to put on overalls and work, 
for what he cannot afford to buy. And 
that’s good news for plenty of marketers. 


—tTide, October 10, 1953, p. 19:2. 


The American Market: A Rosy Future 


ADDED POPULATION does not tell the whole story of mounting sales opportunities 
in the American market. There is a trend for family units to exceed the rate 
of population growth simply because the size of families is decreasing. From the 
sales viewpoint, this is important because 100 families of three persons each buy 
more dishwashers, lawn mowers and vacuum cleaners than do 60 families con- 
sisting of five persons each—even though 300 persons are involved in both instances. 
Furthermore, our markets will grow not only in numbers but also in buying power. 
As each person increases his production, he increases his income and ability to 
buy. Over the last half-century, the productivity per man-hour of work has in- 
creased on the average of 2 per cent to 3 per cent each year. This means that 
every 40 years the average worker increases his real wages or buying power by 
about 25 per cent regardless of price levels. These forces—increased population, 
an even greater increase in family units, and a mounting buying power for each 


individual—combine to unleash tremendous 


demands to which manufacturers 


should be continually gearing their plant, equipment and sales programs. 
—WALTER WILLIAMS, Under Secretary of Commerce 





NEW DIMENSIONS: The problem of putting more “life” into ads may be solved with 
three-dimensional photography, patterned after the movies’ latest innovation. Re- 


cently a large trade publication carried an entire section of 3-D ads. 


Clearing 


hurdles in reproduction and viewing (special glasses were sent to subscribers) made 
the project feasible—and the ad illustrations almost “feelable.” 
—Supervisor’s Personnel Newsletter (Bureau of Business Practice) 8/31/53 
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Impulse—Key to Retail Sales 


THE TREND to impulse buying is a factor of major significance to any manufacturer 
of a consumer product. In a series of comprehensive studies of consumer buying 
habits, the Seal and Label Institute found that impulse buying accounts for 40 
per cent of all department store sales; 31 per cent of all specialty shop sales; 69 
per cent of all food store sales; 73 per cent of all drug store sales; 48 per cent 
of hardware sales; 76 per cent of 5-and-10-cent store sales; 64 per cent of candy 
store sales by the pound; 76 per cent of bakery store sales. 

The studies established that, while advertising creates consumer acceptance of a 
product, the consumer's loyalty to a brand can be switched at the point-of-purchase 
to a competitive item by the stronger appeal of the competitive package, attractively 
displayed. To win even a fair display spot, a product must be so packaged that 
the store manager will recognize the package’s impulse buying appeal. 


Despite this necessity of impulse buying appeal for maximum sales success, how- 
ever, store managers interviewed claimed that 80 per cent of items they handled 


had no such appeal. 


—Sales Management 10/53 
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WHAT'S AHEAD FOR MARKETING IN 1954? Tide 
(232 Madison Avenue, New York 16, N. Y.), 
November 7, 1953. 50 cents. Six opinions 
on the prospects for the economy this year are 
given here, the consensus being that downward 
trends in business activity have not yet reached 
alarming proportions. One economist states, 
for example, that the economic outlook calls for 
an attitude of “cautious optimism—the only 
attitude that is economically logical, psycholog- 
ically probable, and politically possible.” 


STUDY OF FAMILY EXPENDITURES SHOWS PUR- 
CHASING TRENDS. Printers’ Ink (205 East 42 
Street, New York 17, N. Y.), October 23, 
1953. 25 cents. Gives statistical findings fot 
49 of the 91 cities covered in the Bureau of 
Labor Statistics’ most recent survey of family 
buying habits, and comments on the meaning 
of some of the data. The figures presented 
—the most reliable of their kind available— 
are more useful for tracing trends or making 
comparisons between markets than for estab- 
lishing the exact amount spent in a given 
market for a specific product, the article states. 


“VISUAL LANGUAGE” HELPS SELL HALF OF G-E’S 
VOLUME. By Robert L. Fegley. Sales Manage- 
ment (386 Fourth Avenue, New York 16, 
N. Y.), September 15, 1953. 50 cents. Visual 
education has become one of the major tools 
of management communication among 30 de- 
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partments of the General Electric Company, 
the manager of the program states. He de- 
scribes the organization of the visual aids 
unit in the Apparatus Sales Division and its 
activities, which are directed at increasing the 
market for electrified machinery. 


A HATFUL OF IDEAS TO SPARK YOUR DISTR!BU- 
TOR MEETINGS. By Louis H. Brendel. Sales 
Management (386 Fourth Avenue, New York 
16, N. Y.), October 15, 1953. 50 cents. 
These suggestions for dramatizing distributor 
training sessions include ways to describe the 
operation of a product or a feature of its manu- 
facture by means of quizzes or demonstrations. 
A hack saw manufacturer, for example, divides 
his distributors into teams and stages a speed 
contest to illustrate the difference between the 
cutting qualities of his product and a competi- 
tor s. 


1954 ADVERTISERS’ ANNUAL. Printers’ Ink 
(205 East 42 Street, New York 17, N. Y.), 
October 23, 1953. Section 2. 25 cents. Basic 
reference material for advertisers and agencies 
on markets, media, and selling techniques and 
devices are contained in this directory. Sta- 
tistical information is interspersed with articles 
on such topics as: advertising budget yard- 
sticks for management; 39 steps to successful 
radio advertising; and what the TV adver- 
tiser should know. 
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WHAT ARE PROFITS USED FOR? 


Waar do corporations do with their 
profits? 

In 1953 corporations earned about $20 
billion after taxes. These profits will be 
used (1) to expand and improve produc- 
tive capacity through purchases of new 
plant and equipment, (2) to finance the 
operations involved in a growing volume 
of business and (3) to reward the people 
who have invested their money in Ameri- 
can industry. Of the $20 billion, the 
corporations will pay about $9 billion to 
their stockholders as dividends. They will 
use the $11 billion that remains to pur- 
chase new plant and equipment and to 
increase their working capital. 

Corporations increased their plant, 
equipment and working capital by a total 
of approximately $32 billion in 1953. Of 
this amount, about $26 billion went for 
new plant and equipment, the remainder 
for working capital. About $21 billion of 
this came from depreciation allowances 
and sales of new securities. The source 
of the other $11 billion is retained profits. 


It is impossible to trace exactly how 
each dollar of retained profits is spent; 
but it is a fact that by retaining $11 
billion of their 1953 profits corporations 
have provided $11 billion toward their 
total capital requirements, including the 
money needed for expanded and im- 
proved capital equipment. 

Expansion of plant facilities in 1953 
increased the industrial capacity of the 
nation by about 7 per cent. About one- 
half of the $26 billion required for new 
plant and equipment came from depre- 
ciation allowances. 











Another $8 billion, obtained by cor- 
porations through new security issues and 
long-term loans, provided about $21 bil- 
lion. But this was still $5 billion short of 
the $26 billion needed for new plant and 
equipment. Thus, it is retained profits 
that spell the difference between expan- 
sion and standing still, between growth 
in the productive capacity of the economy 
and running downhill. 

As plant facilities were expanded, cor- 
porations also needed more working 
capital. This increase was about $8.5 
billion in 1953, of which about $2.5 bil- 
lion was supplied by short-term bank 
loans. The other $6 billion came out of 
retained profits. Thus retained profits 
provided an essential $11 billion—$6 bil- 
lion for working capital, $5 billion for 
new plant and equipment—to meet cor- 
porate financial requirements. 

Profits paid to stockholders as dividends 
or to employees under profit-sharing plans 
provide the main incentive for investment 
in the stocks of corporations. Dividends 
paid by corporations whose common stocks 
are listed on the New York Stock Ex- 
change provide an average return of 
about 6.5 per cent at present prices, and 
dividends on preferred stocks average 
about 4.5 per cent return. These divi- 
dends are distributed among 6.5 million 
stockholders. Also, it is estimated that 3 
million employees now are covered by 
profit-sharing plans. Thus, more than 9 
million Americans have a direct financial 
stake in corporate profits through owner- 
ship of stock or participation in profit- 
sharing plans. 
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But all Americans share indirectly in 
the rewards of a successful business year. 
Investment of a major part of 1953 profits 
in new plants and equipment means more 
employment opportunities and _ better 
working conditions for labor. For the 
nation, it means new industrial capacity 
that is essential both for national defense 


and to produce more and better goods for 
a rising standard of living. 

Corporate profits after taxes represent 
about 6 per cent of the nation’s total 
income. But the job they do to stimulate 
investment and to finance industrial ex- 
pansion and improvement is inestimably 
more important than that. 


—From an editorial by the McGraw-Hill Publishing Company, Inc. 


THE THINKING BEHIND CHARITY 


In tHE past two years there has been 
a rapid growth of company-formed 
charitable foundations or trusts. Accord- 
ing to a recent survey by the Harvard 
Business School Club of Cleveland, at 
least 40 such foundations are in exist- 
ence in Cleveland, most of them formed 
since 1951, when Beardsley Ruml began 
promoting the idea. Of the companies 


checked in Cleveland (where company 
practices pretty well match trends that 
have been noticed in the country as a 
whole) 15 per cent have established such 


trust funds to handle most or 
the company contribution work. 
The foundation plan, subject to In- 
ternal Revenue Service approval, lets a 
company kick in as much as 5 per cent 
of its earnings before taxes in any one 
year. Donations can then be held in 
the trust fund for distribution later in 
an orderly fashion. This way, a com- 
pany gets its charitable donation as a 
tax deduction, but doesn’t have to de- 
cide immediately who gets the money. 
Besides that, a reserve can be main- 
tained in the fund to provide for chari- 
table contributions during lean years. 


The survey also finds that colleges 
are getting more support than before. 


all of 
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This parallels the growth of organized 
joint appeals, like the one made by the 
Ohio Foundation of Independent Col- 
leges. 

Differences of opinion were expressed 
by companies on whether they should 
donate to agencies promoting “the 
American way” or free enterprise. Such 
groups have won a lot of support from 
management in recent years; but the 
Cleveland report finds that companies 
are raising a growing number of ques- 
tions. They feel that (1) there may be 
too many agencies getting into the act; 
(2) the effectiveness of such programs is 
questionable at best; and (3) the move- 
ment now has grown so big that it’s hard 
to select worthy organizations. 

Most companies are reluctant to ad- 
mit that their increased contributions 
have been the result of higher taxes. 
But though there is not enough evidence 
to draw a firm conclusion, it is clear 
that any substantial drop in taxes—es- 
pecially for companies that will benefit 
by an end of the excess-profits tax this 
year—will affect many companies’ con- 
tribution policies. 

In all, 207 companies are included in 
the survey, out of 491 that were asked 
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to participate. Among the general corpo- 
rate policies that emerged from their re- 
plies: 

A minority of companies budget their 
contributions. Similarly, fewer than half 
have established contribution committees 
through which all donation requests pass. 

Church, fraternal, war veteran, union 





labor, and political groups are eliminated 
almost routinely from any company dona- 
tion program. Of the 96 companies that 
told interviewers how much of 1952 net 
earnings before taxes had gone into con- 
tributions, the median percentage was 
1.5—a long way from the allowable 5 
per cent. 


—Business Week, November 14, 1953, p. 120:3. 


The American Family—A Financial Audit 


FROM THE VIEWPOINT of a market analyst, the average American family is a con- 
suming unit consisting of 3.9 persons (on the basis of current population), and 
owning a television set, a radio, a car, and perhaps the home in which the family 


lives. 
debts total about $669. 


It pays taxes—an average of $1,723 in the last fiscal year—and its private 


Another major item, though it doesn’t enter into the family’s ordinary costs of 


living, is worth noting. 


That is the current national debt—which, if equally 


shared, would work out to $6,742 a family. The interest on that debt would add 
another $158.26. Thus, total family indebtedness would add up to nearly $7,570. 
The current personal income of the American people is at the annual rate of 


$284.4 billion (nearly $12 billion more than the national debt). 


currently averages $7,039. 


Family income 


Receipts of wages and salaries alone, at present rates, 


average $4,839—and a banker's estimate of deposits in savings banks and sav- 
ings and loan associations places average family savings at $1,470. That's not bad 


for these times! 


Actually, the American family seems to be in pretty good financial shape. With 
all that indebtedness on the books, people get along with surprisingly little cash. 


Money in circulation amounts at present to a bit more than $30.3 billion. 


This 


represents $750 a family—which goes a long way in our credit-based economy. 


—The Biddle Survey 9/29/53 


Plant Tours for Security Analysts 


“NEVER LET THEM FORGET YOU" is the slogan of companies seeking to keep the 


investment pipelines open. 


It's done by keeping your name, your profits and divi- 


dends, your earning potential and corporate vitality before the investing public. 
What the Allegheny Ludlum Steel Company did was simple but spectacular. It 
took 43 New York security analysts on a two-day “see for yourself” tour of 


company operations. 


For the analysts this was not another junket. 
long hours tramping through the firm's three mills. 


They spent 
They got up early and 


stayed up late, as they traveled by car and plane on a schedule timed with the 


efficiency of a military operation. 


Allegheny Ludlum executives gave top priority to the touring analysts, served them 


as guides. 
their questions. 


The company can already point to results. 


investment reports based on their tour. 


At the end the company president and his staff gave frank answers to 


A number of the analysts have issued 


But Allegheny Ludium hopes for long-range 


benefits, too, for it has given 43 persons whose opinions are valued by would-be 
investors a factual picture of the company and its principal operations. 





—Iron Age 10/29/53 
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WILL YOU PASS YOUR MARCH 15 EXAM? 


Uncle Sam has a test in store for you—one that may flatten your pocketbook if you 
flunk it. The examination date is the “15th day of the third month after the close 
of your taxable year’—March 15th for most taxpayers, because they use the calendar 
year. Your exam paper is the federal income tax form. To learn some facts which 
may help you pass, try your hand on these 10 questions. If you don’t get them all 
right, you are in danger of overpaying your taxes. This test is based on material. 


from the American Institute of Accountants. 


1. 


(Answers on page 72) 


Your wife did some work as a sub- 
stitute teacher which brought in less 
than $600. She wants a refund of 
the tax withheld from her pay. You 
should: 

a. Let her file a separate return to get 


her refund, then file your return 
claiming exemptions for both of you. 


b. Advise her to file a joint return with 
you. 

c. Each file a separate return claiming 
one exemption. 


You obtain three loans—the first to 


buy business supplies, the second to 
make repairs for a tenant, and the 
third to pay your son’s college tui- 
tion. You can deduct: 


a. The interest on the first loan. 


b. The interest on the first and second 
loans. 


c. The interest on all three loans. 
You own several types of securities. 
Which of the following is taxable? 


a. Stock dividend (common stock dis- 
tributed to common stockholders). 


b. Interest on state and municipal bonds. 


c. Interest on bonds of a tax-exempt 
educational institution. 


You are the sole proprietor of your 
business. Your daughter worked for 
you part time and earned $595. She 
filed a return to get a refund of tax 
withheld from her wages. You can: 


a. Not take a deduction. 
b. Deduct her wages as a business ex- 
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pense and take a $600 exemption for 
her. 

. Deduct her wages as a business ex- 
pense, but not take the $600 exemp- 
tion. 


5. Your inventory pricing method can 


be changed only: 

a. If you are on a calendar year basis. 
b. By permission of the Treasury. 

c. Once during the life of your business. 


You gave your church a corner lot 
for which you had paid $500. Its 
value at the time of your gift was 
$1,500. 

a. You must pay a capital gains tax on 

the $1,000 increase. 

b. You may claim a deduction of $500. 
c. You may claim a deduction of $1,500. 


Which of these is not a requirement 

in claiming the $600 exemption for 

a dependent? 

a. The dependent must be a close relative 
as defined in the tax instructions. 


b. Must not have had $600 or more of 
income, 


c. Must not be claimed as an exemption 
by his or her spouse. 


d. Must be a citizen of the United 
States. 


e. Must have received more than half 
his or her support from you. 

Your business is a partnership. Your 

partnership tax year: 


a. May be a fiscal year ending the last 
day of any month. 


b. Must be the same as your personal 
tax year. 
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c. Must be the calendar year. 


You recently sold 25 shares of stock 
for a gain of $100. You had held 
these shares just under six months. 
You had no other “capital” transac- 
tions. Your tax on this transaction: 


a. Is the same as for ordinary income. 


b. Can not be more than the capital 
gains ceiling of 26 per cent. 


c. Is based on 50 per cent of your capital 
gain. 

You have made a gift of stock to 

one of your children. If the divi- 

dends from this stock amount to less 

than $600: 

a. The dividends must be reported, but 
no tax is imposed. 

b. They are taxed as a capital gain. 


c. They do not deprive you of the 
dependency exemption for the child. 





ABOUT 2,300 AMERICAN COMPANIES and individuals have reported controlling in- 
vestment interests in about 7,500 foreign enterprises, according to the U. S. De- 
partment of Commerce. Total assets of these enterprises at the end of 1950 were 
in excess of $22 billion, of which nearly $12 billion represented the share of U. S. 
corporations and individuals with controlling interests. Of the total $22.2 billion, 
$6.8 billion was in manufacturing, $5.5 billion in petroleum, $3.4 billion in finance 
and insurance, $2.2 billion in public utilities, $1.7 billion in mining and smelting, 
$0.8 billion in agriculture, and $1.8 billion in trade and miscellaneous enterprises. 
—Foreign Commerce Weekly (U.S. Department of Commerce) 10/26/53 
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PROFITABLE INVENTORY LEVELS. By F. Beaman 
Todd and Irving Scharf. Harvard Business 
Review (Soldiers Field, Boston 63, Mass.), 
September-October, 1953. $2.00. Under the 
conventional inventory system used by most 
companies, inventories are at a peak when sales 
are at a peak and at their lowest when sales 
are lowest. One of the greatest disadvantages 
to this method is that it may expose a company 
to severe losses if a sudden, drastic change in 
business conditions should occur. The authors 
discuss and illustrate a method of determining 
optimum inventory levels, based on the 
concept that a different stock-sales ratio is 
necessary for each sales level, and that the 
ratio that is warranted at one level may be 
dangerous at another. 


THE ORDEAL OF THE ANNUAL REPORT. By James 
H. Collins. Public Utilities Fortnightly (Mun- 
sey Building, Washington 4, D. C.), Novem- 
ber 19, 1953. $1.00. The annual report, once 
merely a bookkeeper’s balance sheet, is now 
a major public relations effort, often elaborate- 
ly presented and circulated to a mass audience. 
Five stages in the preparation of a report are 
outlined here: ideas and planning; themes and 
copy writing; design and layout; pictorial 
features; and printing. 
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CONVENTIONAL DEPRECIATION ALLOWANCES 
VERSUS REPLACEMENT COST. By Robert Eisner. 
The Controller (1 East 42 Street, New York 
17, N. Y.), November, 1953. 50 cents. Chal- 
lenges the idea that replacement cost estimates 
should be substituted for conventional deprecia- 
tion allowances to reduce paper profits and tax 
liabilities and increase the flow of funds avail- 
able for reinvestment. These benefits can ensue 
from the replacement cost method only if 
prices rise as fast as a firm's rate of acquisition 
of capital assets rises—an improbability for the 
typical, growing American firm, this author 
believes. 


THE IDEA HAS ITS DANGERS. Business Week 
(330 West 42 Street, New York 36, N. Y.), 
October 24, 1953. 25 cents. Because of the 
wording of the 1950 capital gains tax law, 
stock option plans have to be carefully timed 
with market conditions or they may boom- 
erang against both the executive and his com- 
pany, this article points out, citing the ex- 
perience of David Sarnoff, chairman of Radio 
Corporation of America, with this form of in- 
vestment. The article also points out some 
limitations of stock purchase plans for em- 
ployees. 
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TRENDS IN ACCIDENT AND HEALTH INSURANCE 


A MARKED TREND in recent years in 
the accident and health insurance field 
has been the development of improved 
and experimental coverages and methods. 
Let us consider some of the major de- 
velopments within this area: 


1. The development of hospital and 
surgical insurance: The active develop- 
ment of hospital and surgical insurance 
as such followed shortly after the estab- 
lishment of the Blue Cross plans in the 
early 1930's. The early policies con- 
tained benefits limited both in amount and 
scope. Gradually, as more experience 
was gained, and as competition increased 
with the extension of the Blue Cross 
plans and the entrance of more com- 
panies in this field, benefits were in- 
creased and made more realistic, policies 
were liberalized, and coverage was ex- 
tended to include dependents of the in- 
sured and persons in the older age-brack- 
ets. This trend is still in progress. Last 
year alone, several of the larger and more 
prominent writers of accident and health 
insurance entered this field for the first 
time. Still others will unquestionably 
follow in the near future. 

Two very recent developments in this 
field should be noted. The first is the 
introduction in 1952 by one large com- 
pany with extensive agency sources of a 
form of non-cancellable hospital and sur- 
gical policy. This policy cannot be can- 
celled nor can renewal be refused by the 
company so long as premiums are paid. 
The company can, however, alter the 
rates. 

The other very recent development is a 
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so-called hospital admissions plan for in- 
dividual and family policies. The pur- 
pose of this plan is to facilitate the en- 
trance of insurance policyholders to hos- 
pitals. Actually, such plans have been 
used by relatively few companies—gen- 
erally smaller firms located in certain 
large cities—for several years. During 
past years, plans workable for persons 
insured under group plans have been in- 
stalled in a great many communities 
throughout the country. These plans 
have functioned quite successfully. 

2. Broadened and improved ‘“‘commer- 
cial” coverage: “Commercial” or broad 
coverage forms of accident and health in- 
surance, placing stress upon protection 
against loss of income, have witnessed sev- 
eral developments in the post-war years. 

Many of the benefits in these policies 
have been broadened, refined, and im- 
proved. In health insurance the total 
disability benefit, under which benefits 
generally had been paid for a limit of 
52 weeks, has been extended to 104 weeks 
by many companies. In the field of acci- 
dent insurance, the majority of com- 
panies have increased the amount of 
blanket medical expense coverage by 50 
per cent, liberalized the definition of total 
disability, eliminated the cancellation pro- 
vision, extended the coverage to include 
losses due to air travel anywhere in the 
world (unless the insured is a pilot or 
crew member), and liberalized the elec- 
tive indemnities. In addition, practically 
all companies have eliminated the con- 
troversial “accidental means” type of in- 
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suring clause. There is also some dis- 
tinct trend toward paying the full total 
disability benefit for 104 weeks instead 
of 52 weeks, toward paying 50 per cent 
of the total disability instead of 40 
per cent, and toward increasing the 
amounts of the dismemberment benefits. 
A further trend is in the direction 
of eliminating the pro-rata provision 
by which, if the insured changes to 
a more hazardous occupation, benefits 
are adjusted accordingly in relation to 
the premium paid. These broadened and 
improved coverages have been granted 
without any additional premium cost to 
the policyholder. 

Moreover, there has been a trend to- 
ward writing health insurance on in- 
creasingly older ages and toward writing 
accident insurance on more persons in 
the more hazardous occupational classi- 
fications. Generally, underwriting in this 
field has been liberalized, and studies are 
now being conducted with respect to the 
writing of substandard risks. 

3. The experiment in major (or catas- 
trophe) medical expense insurance: Two 
years ago a few companies began an 


experiment, on a group, individual, and 
family basis, of writing so-called major 
or catastrophe medical expense coverage. 
While the few plans in existence have 
marked differences, the essential principle 
is one of a deductible amount of insur- 
ance under which all expenses for medical 
care of the insured in excess of the de- 
ductible amount, which may range from 
$100 to $500, are covered, up to the 
policy limit. The plans usually contain 
some limitation on the rate of hospital 
room charge which will be reimbursed. 


The development of this form of in- 
surance has given rise to speculation on 
the need for a coinsurance principle in 
the writing of hospital, surgical, and 
medical care insurance. Under such a 
feature the insured is required to bear 
a proportion of the expenses, perhaps 
20 per cent or 25 per cent, in addition to 
the deductible amount. As is the case with 
all coinsurance features, the theory is that 
if the insured has to bear a part of any 
loss he will avoid abuse or over-utilization 
of the insurance. The coinsurance prin- 
ciple is in use in some of the plans 
presently in existence. 


—J. F. FoLuMaN, Jr. Best’s Fire and Casualty News, December, 1953, p. 89:4. 


PENSION AND INSURANCE COSTS OF EMPLOYING 


OLDER WORKERS 


Exptovers’ atmirupes toward employ- 
ing older workers may well be affected 
by current trends in the development of 
pension and insurance protection for such 


workers. One such trend seems to be 
increasing costs—the impact of which, 
generally speaking, can be softened by 
financing them during the worker's pro- 
ductive life, not after retirement has 
become a fact. The cost of pensions and 
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insurance for older workers will be easiest 
borne in an economy geared to full em- 
ployment and a society free of discrim- 
ination because of age. 

Some of the factors that may influence 
employers in the future can be seen in 
the following areas: 

The tremendous growth in the number 
of private pension plans—from about 
7,000 in 1945 to an estimated 17,000 in 
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mid-1952—has been characterized by 
great variety in the patterns and the 
amounts of retirement protection pro- 
vided. The resultant condition of flux 
and instability may be obscuring certain 
basic problems. 

First, a large part of employers’ con- 
tributions to pension funds would, in the 
absence of a pension plan, have been paid 
to the Treasury—for corporations sub- 
ject to surtaxes, 52 cents of every dollar 
since March, 1951. Future changes in tax 
laws may affect employers’ willingness or 
ability to meet higher pension costs. This 
possibility, together with the unwilling- 
ness of labor to be satisfied with gains so 
far achieved, may suggest an extension of 
contributory plans. 

A second problem is the financial 
strength of pension plans. Among the 
self-insured plans which cover 60 per 
cent of all workers under private plans, 
adherence to actuarial principles varies. 
The absence of government regulation of 
the actuarial operation or the investment 
of funds of these plans emphasizes the 
responsibilities of management and labor 
to establish benefit systems on a sound 
financial base. 


Assuming that continued liberalization 
of benefits reflects higher costs of living 
or rising productivity and standards of 
living, even funded reserves may be less 
useful than originally intended. Unless 
the funds invest in equities to get a share 
of the productivity gains, yields will meet 
a continually declining proportion of 
benefit costs. 


Moreover, increasing attention is being 
given to early vesting of rights, largely in 
order to permit mobility within area or 
industry. Extension of earlier vesting 
rights probably means higher net costs; 
but it may well serve to reduce the re- 
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luctance of some employers to hire older 
workers. 


Compensation for total and permanent 
disability (the more appropriate term 
might be “prolonged disability”) should 
not be regarded as a problem of special 
significance only for the older worker. 
Underlying the association of disability 
programs with those for old-age retire- 
ment is the false assumption that the dis- 
abled employee’s working life is over— 
that he is, to all intents and purposes, a 
superannuated employee. 


This assumption is bad psychologically 
because the suggestion of permanent dis- 
ability discourages individuals who might 
otherwise recover. Moreover, it exerts 
a pressure for permitting retirement at a 
lower age—which may establish abnormal 
periods of “retirement” and_ thereby 
weaken the benefit structure for workers 
who retire solely for reasons of age. 
Again, a forced identity between the 
amounts of benefits for prolonged dis- 
ability and those for old-age retirement 
may be in conflict with the criterion of 
presumptive need. Lastly, integration of 
disability benefits into pension plans has 
had the effect of restricting benefit rights 
for disability to employees with long 
service or of advanced age. 

It is reasonably apparent that the surest 
and most economical protection against 
the costs of hospitalization and medical 
care in the later years could be provided 
during the individual’s working life. This 
suggests that, if such protection is to be 
insured, current premiums under group- 
hospitalization and medical-care contracts 
should be large enough to permit funding 
the costs of coverage for those of the 
group who retire. 


A study of 476 group health insurance 
plans in 1952 showed that only 18.5 per 
cent of them contained provisions for 
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making either the full or reduced bene- 
fits available to retired workers. Prob- 
lems of insuring such costs arise here, as 
in the pension field, because constant ad- 
justments of benefit rights have been con- 
sidered necessary in the light of changes 
in the costs of hospital and medical care 
and in the range of hospital services pro- 
vided. Trusteed plans can provide some 
protection to older workers, including 
those whc have retired, simply by allocat- 
ing part of the fund’s income to that pur- 
pose. This method may have some virtues 
of flexibility and may be the only one 
by which, under such conditions as an 
absence of insurance facilities, the prob- 
lem can be met. But it appears to lack 
certainty and stability. 

Considerable evidence exists of notable 





progress in the extension of life insurance 
protection to individuals who retire after 
a period of coverage under a group con- 
tract. A study of over 450 group life in- 
surance plans indicated that protection 
was continued for retired employees un- 
der 62.7 per cent of those studied. 

The cost of protection for retired work- 
ers is being met by (1) reducing the 
amount of insurance, for which the em- 
ployer usually bears the entire cost, or by 
(2) maintaining the amount of insur- 
ance, for which an employee contribution 
is required. Under the latter plan, the 
retired worker usually continues to con- 
tribute, although a rather rare group 
permanent life insurance contract pro- 
vides for a paid-up policy upon retirement, 
purchased during the period of service. 


—WILLIAM H. WaANDEL. Monthly Labor Review, Vol. 76, No. 9, p. 955:4. 
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—Reproduced by permission. Copr. 1953 The New Yorker Magazine, Inc. 
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The Trend Toward Broader Life Coverage 


NINETY’SEVEN out of every 100 applications for ordinary insurance policies (ex- 
cluding credit life insurance) were accepted in 1952, it is estimated. Only 3 per 
cent were turned down. Around the year 1900, between three and four times 
that proportion were declined. 


One factor in the wider acceptance of applicants has been the development of 
extra-risk life insurance, issued to persons with measurable health impairments or 
in hazardous occupations upon payment of an extra premium covering the extra 
risk. While the first extra-risk policies were issued prior to the turn of the century, 
their major development has come during the past decade or two. Today, nearly 
one-twelfth of all applications are accepted under extra-risk policies. About 4.7 
million policies are now in force for $11.7 billion under this type of insurance. 


Only about one-fifth of the extra-risk policies written today cover occupational 
hazards. In 1950, the proportion of policies classified as extra-risk for occupational 
reasons was about one-third. 

An important development in connection with selection of risks has been the 
growth of “non-medical” insurance; that is, the issuance of policies for limited 
amounts without an actual physical examination by a doctor. In 1952, 36 per 
cent of the new ordinary insurance purchased (excluding credit) was on the 


non-medical basis. 
—Life Insurance Fact Book, 1953 


New Light on Retirement 


THE GREAT MAJORITY of aging workers refuse to concede that age 65 marks the 
end of their useful and productive life. According to records of the Social 
Security Administration, the average age at which workers begin to collect federal 
benefits under Old Age and Survivors Insurance is 69. 


Discussions of this subject at the recent convention of the American Medical 
Association indicated that “the general idea of retirement at 65 is said to be 
based on conditions of 25 and 50 years ago . . . medical advances, higher living 
standards, and much better chances of living beyond 65 have combined to make 
that age milestone too young in many cases.’ It was pointed out that the average 
life expectancy at 65 is now 13 years more for men and 14 for women. And by 
1983, according to a new mortality table developed by Ray M. Peterson of the 
Equitable Life Assurance Society, the average life expectancy of males at 65 may 
have increased to 16.75 years. 


These findings, especially as they bear upon the adequacy of pension reserves, 
deserve consideration by those responsible for corporate pension plans, The 
lengthening life span, it is estimated, could increase pension costs about 5 per cent 
every 10 years. 

—The Controller 11/53 





TEETOTALERS PREFERRED: An insurance company offering almost 50 per cent reduc- 
tion in automobile liability insurance rates to non-drinking drivers is now doing 
business in Oklahoma and expects to extend its operations over the entire south- 
eastern quarter of the nation. To get a policy at the reduced rate, a driver must 
ae i “I do not or will not drink alcoholic beverages while this policy is in 
orce.” If a driver lies about not drinking, the policy is canceled when the lie 
is discovered—usually when a claim is filed under the policy. 

—Insurance Advocate, Vol. LXIII, No. 5 
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FACTS ON MANUFACTURERS’ OUTPUT INSURANCE 


Misnuracturers’ OUTPUT INSURANCE 1s 
one of the so-called Multiple Line policies 
developed under the recently acquired 
powers of most companies to cover under 
one policy property and perils heretofore 
segregated in separate policies of the Fire, 
Casualty, and Inland Marine branches of 
insurance. This policy was originally de- 
veloped some years ago to meet the needs 
of a particular automobile manufacturer. 
Discussions with one of the large under- 
writers concerning this insured’s values 
brought out the fact that many kinds of 
property other than manufactured auto- 
mobiles were involved, requiring several 
different types of insurance — some 
of which, moreover, overlapped or left 
gaps in coverage. Inquiry into the rami- 
fications of this situation led the under- 
writer to propose an ingenious new type of 
policy to take the place of many kinds of 
inadequate property insurance which the 
insured had been carrying. Soon there- 
after, a number of other insureds (as well 
as some competing underwriters) became 
interested, and a new kind of insurance 
came into being. 

The policy is presently available only 
to concerns whose principal activity is 
manufacturing, to cover their personal 
property elsewhere than on their manu- 
facturing premises. This area was arbi- 
trarily chosen as a field for experimenta- 
tion with the policy because it was where 
the greatest need appeared to exist. There 
are presently about 75 policies in force, 
developing about $3 million a year in 
premiums; $5,000 is the minimum an- 
nual premium per policy. 

The extent to which it will continue to 
be developed depends upon its acceptance 
by insureds as an improvement, upon the 
willingness of insurance companies further 
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to fit it to the needs of policyholders, and 
upon the cooperation of state regulatory 
officials. 

As presently constituted, the Manu- 
facturers’ Output policy covers the in- 
terest of the insured in all personal prop- 
erty owned by him; such as raw materials 
in storage or in transit, manufactured 
products after they have left the manu- 
facturing premises, whether in transit or 
storage; products sent to others for pro- 
cessing or installation; tools, patterns, 
molds, dies; furniture and fixtures in ex- 
ecutive and sales offices away from the 
plant; automobiles, rolling stock, sales- 
men’s samples, cameras, etc. It also covers 
the interest of the insured in improvements 
and betterments to buildings owned by 
others, his interest in and legal liability for 
personal property of others in his actual 
or constructive custody, and property 
belonging to others which has been sold 
by the insured under an agreement to in- 
sure during the course of delivery. Not 
covered is property insured under an Im- 
port or Export Ocean Marine policy, cur- 
rency and securities, growing crops, ani- 
mals, aircraft, boats, and property sold 
on deferred payment plans. 

Perils covered are all perils of direct 
physical damage, externally caused, which 
are not expressly excluded. The principal 
exclusions are war, infidelity, and certain 
hazards such as wear and tear, inherent 
vice, vermin, etc., that are ordinarily con- 
sidered uninsurable. In this respect the 
policy follows the marine philosophy of 
insuring against all insurable loss, rather 
than against a few specified perils. 

Thirty-six states and the District of 
Columbia have accepted the policy as filed 
by the Multiple Peril Insurance Rating 
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Organization, a bureau organized to rate, 
under state laws, this and other types of 
insurance having premiums indivisible as 
to hazard or other subdivision. The rating 
plan of the MPIRO leans heavily on the 
experience of the insured, although certain 
minimum rates are produced through an 
evaluation of the physical exposures, as 
developed by a signed proposal. The rates 


contemplate the mandatory inclusion of 
all insurable values. Optional loss de- 
ductibles up to $5,000 are provided and 
the rates are reduced therefor. 

The policy is continuous, with a month- 
ly rate applicable to a single monthly 
report in one sum of the total of all 
values at risk as of the last business day 
of the preceding month. 


JosePpH H. Smitey. Rough Notes, November, 1953, p. 27:1. 





SOCIAL SECURITY ACT amendments have resulted 


number of persons covered and in the 


in substantial increases in the 


amounts of benefits paid. At the end of 


1952, 91 million persons had wage credits, according to the Life Insurance Fact 
Book. Payments certified under the old-age and survivorship provisions of the 


Act were $2.3 billion in 1952, three times those of 1949. 


assets were $17.4 billion in 1952. 


OASI trust fund 


—The Eastern Underwriter 9/25/53 (Part Two) 
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PROFITS AND SAFETY. By J. Dewey Dorsett. 
Best’s Insurance News (75 Fulton Street, New 
York 38, N. Y.), December, 1953. 50 cents. 
The author cites examples of how production 
and profits have been increased in a number of 
companies by safety devices, and calls upon 
managements to develop a greater interest in 
accident prevention outside the factory. Dis- 
cussing workmen's compensation rates, he 
points out that: 1) they are lower than 15 or 
20 years ago, despite broader, higher benefits; 
2) they are set by state legislatures, not insur- 
ance companies; and 3) they will drop in the 
long run only if accidents decline. 


GM'S FIRE. By Carroll W. Boyce. Factory 
Management and Maintenance (330 West 42 
Street, New York 36, N. Y.), November, 
1953. 50 cents. An eyewitness to the Livonia 
fire describes how it happened and what les- 
sons it holds for industry, emphasizing the 
need for collaborative thought and action by 
management, building designers, and safety 
engineers on the interrelated problem of plant 
size, type, location, and protection. A chart 
of factors responsible for the Livonia loss and 
their implications for plant planning is in- 
cluded, together with a brief summary of the 
author's conclusions. 
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DEMOLITION INSURANCE. The Spectator 
(Chestnut and 56th Streets, Philadelphia 39, 
Penna.), December, 1953. 50 cents. Describes 
the coverage available and the rates for in- 
surance on the demolition and replacement of 
the undamaged portion of a building after a 
serious fire. The article estimates that the total 
insurance on an existing structure (the fire 
policy plus the extending endorsements for 
demolition and the additional cost to rebuild) 
should be twice the insurable value of the 


building. 


CONSTRUING AUTO POLICIES. By Edward F. 
Earle. Best's Insurance News (75 Fulton 
Street, New York 38, N. Y.), December, 1953. 
50 cents. Cites numerous court cases which 
define the absolute liability of insurance com- 
panies for claims of persons who have been 
injured by motorists and which, the article 
states, have given the general public liberal 
protection. The New York State statutes, the 
article points out, distinguish between finan- 
cially responsible and financially irresponsible 
car owners, declaring that the insurance car- 
rier is absolutely liable for the losses of only 
those owners who are forced to carry liability 
policies. 
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TOWARD A DEMOCRATIC WORK PRO- 
CESS. By Fred H. Blum. Harper & 
Brothers Publishers, New York, 1953. 
250 pages. $3.50. 


Reviewed by Evelyn Buckley Sauer* 


While we are fighting bloody wars and 
cold wars to preserve what we fondly 
believe is our “democratic way of life,” a 
social scientist calmly challenges the ex- 
tent to which democracy is actually present 
in the organization of industry and in the 
conduct of daily work. 

This book does provide some helpful 
suggestions as to how more democracy 
can be introduced into the work situation. 
Ultimately, however, it challenges the 
effectiveness of the basic organization of 
our industrial structure. It questions 
whether corporate enterprise can supply 
the organization for a democratic admin- 
istration of work. And without democracy 
in the work process there can be no crea- 
tive self-expression and_ self-realization 
for workers. 

The author says, “I hope that this will 
be sufficiently provocative to lead to 
further inquiry into the socio-economic 
and human implications.” The conclu- 
sions he has reached result from an 
intensive study of Geo. A. Hormel & 
Co., conducted with the fullest coopera- 
tion of the management and of Local 
9 of the United Packinghouse Workers 
of America (CIO). In fact, it was a 
joint union-management grant added to a 
grant from the Eastman Foundation, plus 
some private donations, that made the 
study possible. 

This research followed upon an investi- 
gation of the economic aspects of guaran- 
teed wages undertaken by the Office of 
War Mobilization and Reconversion. The 





* Management and Human Relations Consultant, 


Phoenix, Arizona. 
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question had often arisen as to the impact 
on workers’ attitudes of the kind of se- 
curity given by wage guarantees. More 
knowledge seemed to be necessary concern- 
ing workers’ attitudes toward management, 
the union, and toward work itself. 

To gather this knowledge the author 
worked in the plant; to create a human 
basis for his scientific inquiry he shared 
the life of the workers. Yet the process 
of experiencing factory life fundamentally 
influenced his research and changed its 
general orientation. From the economic 
aspects of the problem, the author’s em- 
phasis shifted toward the humanistic, so- 
cio-psychological aspects of the organiza- 
tion of the work process itself. 


The author bases his ultimate conclu- 
sions on the premise that “genuine crea- 
tivity is only possible in a democratic 
society which is organized in such a way 
as to allow man to be an ‘end’ in his own 
right rather than a mere means for the 
demands of a state or of an organization 
of industry which subordinates him to ma- 
chines ” Further, “the essence of 
democracy is an ethical-religious concep- 
tion of the dignity of the individual and 
of his creative self-expression and self- 
realization . . . the antithesis of such a 
creativity is the compulsive performance 
of a task which has no meaning...” Thus, 
“to enable people to feel, think and act 
democratically, the organization of indus- 
try must be based on democratic values.” 


He was therefore “interested in explor- 
ing to what extent the present organization 
of industry develops democratic values by 
fostering a creative self-expression of the 
workers.” 


By systematic questioning of the work- 
ers, management, and union representa- 
tives, as well as by actually working in the 
plant, the author came to the conclusion 
that to a considerable degree human values 
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are absent from the industrial scene and 
that the present organization of industry 
—even at its best—allows little creative 
self-expression. 


While indicating, with a full develop- 
ment of its history, the achievements of the 
Hormel Company—an outstandingly pro- 
gressive firm—the book indicates that the 
problems of each individual worker’s full 
participation in the work process, as well 
as in union activities, as yet remain un- 
solved. Through interviews, and as a par- 
ticipating observer in the work process, 
the author shows how the emptiness of 
the “game of work” contributes to aliena- 
tion from work, time and life; and how its 
meaninglessness thwarts a creative life. 

Mr. Blum had complete freedom in the 
conduct of the research and in the manner 
of presenting the results. He has felt 
free to criticize both the company and the 
union. However, his conclusion concern- 
ing the evils which workers suffer through 
their loss of creative self-expression relates 
primarily not to the Hormel Company it- 
self but rather to the corporate structure 
of industry and to the organization of work 
in our industrial economy as a whole. 

Indeed, the author points out that in the 
Hormel Company he was working in a 
situation that has been recognized as be- 
ing advanced in industrial democracy (as 
that term is generally understood). The 
Hormel management has worked coopera- 
tively with the union to help stabilize an 
uncertain, seasonal industry so that it 
might pay its workers an annual wage. 
Union-management cooperative techniques 
have here been developed to an advanced 
degree. 

Thus, not the company itself nor the 
union is primarily at fault, but rather the 
culture in which they are operating. Our 
culture is oriented toward activity and 
tends to elevate work and busy-ness, rath- 
er than inward development and contem- 
plation, to the central role in the lives of 
most people. These observations concern- 
ing our culture are not new. Similar things 
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have been said by other students and philo- 
sophers, such as Elton Mayo. But Mr. 
Blum projects certain “concrete” sugges- 
tions for the proposed “re-organization” of 
industry and of the work process. 


He proposes that we first have two ob- 
jectives: “(1) to integrate work into an 
over-all life pattern which is meaningful, 
and (2) to give to human values a central 
place in the organization of the work proc- 
ess while fully exploiting the potential- 
ities of modern techniques.” 

To implement these objectives, the au- 
thor suggests that “a genuine instrument 
for self-administration of the work pro- 
cess and the supervisory function would 
become an outgrowth of a democratic 
group process in which workers delegate 
the function of supervision.” 

However, “a mere change in structure is 
not sufficient.” Administration of the work 
process through workers’ committees is a 
necessary but not a sufficient condition 
for the democratization of work. “In ad- 
dition, there is a need for basic changes 
in attitudes among the workers, a new 
conception of a democratic group process 
—particularly of the leadership function— 
and a new ethics of interpersonal relation- 
ships.” Detailed suggestions are made with 
regard to the realignment of the tradition- 
al management and union functions. In 
this regard, the author suggests that one 
of the problems to be met is manage- 
ment’s anxiety concerning its “preroga- 
tives.” However, he states that insistence 
on management’s prerogatives is a ration- 
alization of insecurity, psychologically 
speaking. Such insistence, the author sug- 
gests, would not be necessary in a truly 
democratic situation. 

Mr. Blum points out that if the union 
runs the show there is not the slightest 
guarantee of greater self-expression for 
workers than if the company runs the 
show. “Only a truly democratic concep- 
tion of an organized work process and 
truly democratic methods of change will 
assure progress toward the ideal.” The 
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absence of any truly democratic conception 
of the work process among labor, is there- 
fore, as serious—if not more serious—an 
obstacle to the reorganization of the work 
process as is the fear of management. 


“Only a cooperatively organized work 
process can be a democratic one, and only 
a new kind of labor-management coopera- 
tion can avoid the pitfalls of the traditional 
pattern which stifles individual growth and 
real participation and leaves workers sub- 
ject to an organization of work which 
creates compulsive tendencies and destroys 
a meaningful relatedness to life.’ How- 
ever, what we need, the author says, is 
experimentation with a reorganization of 
the work process rather than an elaborate 
blue-print of a “brave new world.” 


The crux of Mr. Blum’s conclusion, 
however, lies in his statement that “no 
group skill, no ingenuity and imagination 
can create genuinely democratic attitudes 
within a social framework which gives to 
those who invest their money in industry 
a say-so about it and denies even a nomi- 
nal voice to those who ‘invest’ a significant 
part of their life.” “And let it also be said 
that alienation from work, time, and life 
and hence ultimately self-alienation can- 
not possibly be cured within the corporate 
structure of industry.” 


Many responsible managerial thinkers 
will go a long way with Mr. Blum in his 
conclusions concerning the need for mak- 
ing more use of the new knowledge about 
group processes to bring about greater 
participation and integration of workers in 
determination of work organization and 
methods. They will agree that the de- 
velopment of individual worker participa- 
tion can lead toward a more meaningful 
way of work and life. And they will agree 
with the need for a change in attitude and 
ethics which this requires. 

But they will challenge the author’s 
ultimate conclusion that a complete reor- 
ganization of the corporate structure of 
our economic enterprise is necessary. They 
might point to the rapid evolutionary proc- 
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ess that is already underway. Indeed, 
those who “invest” their money are in 
ever more numerous instances not the 
ones who have a “say-so” about the work 
process. Those who have are the rising 
group of “professional” employed man- 
agers, who are becoming an increasingly 
well-educated and aware group of respon- 
sible people who are concerned with the 
very things that bother Mr. Blum—in ad- 
dition to their legitimate interest in car- 
rying on business profitably. Increasingly, 
they are students of organization and ad- 
ministration, of economics and engineer- 
ing, and in greater numbers they are be- 
coming students of human relations. They 
are learning the values of the group proc- 
ess and experimenting with these and 
other means of encouraging worker par- 
ticipation. They have studied the Haw- 
thorne experiment and other industrial- 
social projects. 

Mr. Blum’s book should, however, jar 
them into renewed thoughtfulness and ac- 
tivity. They cannot afford to ignore its 
implications. It should lead the way 
toward many fruitful and controversial dis- 
cussions in management meetings. 


SATISFACTIONS IN THE WHITE-COL- 
LAR JOB. By Nancy C. Morse. Sur- 
vey Research Center, Institute for So- 
cial Research, University of Michigan, 
Ann Arbor, Michigan. 1953. $3.50. 235 
pages. 

Reviewed by Martin M. Bruce* 


This book has been written by a mem- 
ber of the staff of the Survey Research 
Center of the Institute for Social Re- 
search at the University of Michigan—an 
organization devoted to the measurement, 
understanding, and prediction of organiza- 
tional effectiveness. As Study Director 
with this group, the author should be in a 
particularly advantageous position to sur- 
vey, evaluate, and comment on job satis- 
faction. 





* Duniap and Associates, Inc., Stamford, Connecticut. 
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An earlier report of research from the 
Research Center for Group Dynamics, 
likewise a part of the Institute for Social 
Research, dealt with socio-psychological 
factors and productivity. The present vol- 
ume treats employee satisfaction and the 
socio-psychological factors associated with 
it. 

When the typical executive completes 
his reading of this book (and provided he 
finds time to finish it) he is likely to be 
conscious of the lack of clear-cut, definite 
results, the panaceas so many of us seek 
in the broad area of human behavior. It 
should not be overlooked, however, that real 
progress is being made today in the social 
sciences. Satisfactions in the White-Collar 
Job represents a contribution to this prog- 
ress; it can be recommended to those con- 
cerned with and interested in the technical 
aspects of employee satisfaction and its 
measurement. 

This reviewer’s principal criticism of 
the book is that it lacks lucidity. The sen- 
tence structure is such that re-reading is 
often necessary. 

With respect to the content of the book, 
it should be pointed out that many criteria 
may be set up to measure the effectiveness of 
an organization. A dollar criterion may 
be chosen, or a criterion based on volume, 
or any one of a hundred other possibilities. 
Here, the criterion is satisfaction. This 
book is based on a comprehensive research 
study; the traditional data on setting and 
measurement are presented first, followed 
by the author’s concepts of the deter- 
minants of satisfaction, and then by the 
findings of the study. 

In this final section general satisfaction 
is discussed, and the topic is then broken 
down into three specific areas: satisfac- 
tion with job content; satisfaction with pay 
and status; satisfaction with the company. 
Next are presented similarities and differ- 
ences between the attitudes of supervisors 
and employees, as they were observed in 
this study. Then the author attempts to show 
certain relationships between job satis- 
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faction and motivation to produce. Final- 
ly, there is a discussion of productivity 
and satisfaction. 


The critical reader will recognize quick- 
ly the need for cross-validation. A cleri- 
cal group, such as is used here, is hardly 
representative of employees in general. 
However, the author is to be complimented 
for her care in not generalizing from this 
study and for judiciously pointing out 
its limitations: for example, the data were 
virtually all obtained through interviews 
alone; the types of individuals and situa- 
tions in this study are restricted; and the 
simultaneous measurement of satisfactions 
and conditions does not help us in deter- 
mining which is the chicken and which 
the egg. Moreover, because of the em- 
phasis on productivity and its correlates, 
the data collected on satisfactions per se 
are not as extensive as one could wish. 


Logic would lead us to believe that good 
morale and productivity go hand in hand. 
However, the results of the study described 
here suggest “that satisfaction with one’s 
job, one’s pay and status, and with the 
organization in which one works does not 
lead directly to high productivity.” The 
happiest employees are not necessarily 
those whose productivity is greatest. 


The study suggests that white-collar 
employees have strong need for jobs that 
call for the use of skills they possess. More- 
over, it appears that while employees in 
routine jobs are less often highly satis- 
fied than those in skilled technical jobs, 
employees in lower-paying jobs are more 
likely to be satisfied with their pay and 
status than those in jobs with higher pay 
and status. 


Perhaps this finding confirms the ap- 
horism, “Man does not live by bread 


alone.” The author thinks it is due to 
the fact that lower-paid jobs are held by 
younger people, who need less pay and 
status. This reviewer would offer another 
possible explanation: Younger workers 
have not yet had time to become dissatis- 
fied. 








What, precisely, does satisfaction de- 
pend on? The author hypothesizes: What 
the individual aspires for in relation to 
what he receives. While not “directly” 
related to productivity, satisfaction is re- 
lated to staying with the organization. 
This point is of obvious importance to 
turn over problems. Practical implication: 
Determine the aspirations of employees and 
fulfill them as reasonably and as effec- 
tively as possible. 


TEXTILE WORKERS’ JOB PRIMER. By 
Solomon Barkin, in collaboration with 
Franklin G. Bishop and Sumner Sha- 
piro. Textile Workers of America, New 
York, N. Y. 1953. 216 pages. $2.00. 


Reviewed by Nathan Belfer* 


This is a remarkable book. While large- 
ly technical and addressed primarily to the 
problems of the textile industry, it pro- 
vides an interesting and revealing insight 
into union attitudes and approaches 
toward the controversial area of time study 
and work standards. For this reason, it 
should be of interest to all students and 
practitioners in the field. 

Subtitled A Trade Unionist’s Guide for 
Handling Work Assignment and Produc- 
tion Standard Problems, this book is de- 
signed to provide textile workers, their 
shop stewards, and business agents with 
an approach to be used in evaluating work 
assignments and production standards. The 
book is divided into nine lessons to enable 
textile workers and their representatives 
to secure information about a job, des- 
cribe an existing and proposed job, test 
management’s performance and compe- 
tence, and determine the rise in producti- 
vity being effected on the job. The volume 
contains a wealth of technical material re- 
lating to job standards in the textile in- 
dustry. Among the more striking items 
are: (1) a new and assertedly improved 
technique for analyzing work assignments, 


* Associate Professor of Economics, College of Busi- 
ness Administration, Pennsylvania State University. 
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which attempts to make certain that every 
work duty is included; (2) a new method 
for describing how each work duty is 
performed; (3) a study of the effect that 
such factors as loose operating conditions 
and the level of machine efficiency should 
have in fixing work assignments; (4) a 
tabular summary of textile mill mathe- 
matics; and (5) an introduction to the 
bench mark technique of evaluating work 
loads which has been developed by the re- 
search department of the Textile Workers 
Union. 

Though written for the textile unionist, 
this book embodies a mature collective 
bargaining approach which should be of 
general interest. We see the union at- 
tempting to subject industry practices in 
the area of time study and job assign- 
ments to scientific analysis—trying, in 
effect, to find a common meeting ground 
with management in this controversial 
area. The Textile Workers are thus far 
more constructive and statesmanlike than 
unions which merely criticize and reject 
management approaches in this area with- 
out trying to find a basis for common un- 
derstanding. Here, the union is taking 
management at its word that there is a 
scientific basis for work assignment and 
production standard problems; examining 
the scientific and statistical validity of 
management approaches toward these prob- 
lems; and trying to get management to 
define job assignments and job demands 
in precise terms. The union believes that 
lack of precision in this area gives rise to 
confusion and misunderstanding. Finally, 
it is the union’s suggestion that in the ab- 
sence of precise scientific information, ne- 
gotiation is necessary around the available 
benchmarks. 

The senior author, Solomon Barkin, has 
attempted in many previous writings to 
formulate a constructive approach for 
unions and management in the disputed 
area of production standards and work 
assignments. Here he remarks: 

Obviously this primer was written 
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for the guidance of union members, the workers’ viewpoint, of which this 
shop stewards, business agents and book is simply a formal expression. 
other union people. But we feel it Each of the nine chapters of the book 
may also be valuable to managements ends with a series of questions which pro- 
which are sincerely interested in vide a useful review of the material that 
achieving mature collective bargain- has been presented. Case-study materials 


ing. Through time-study and similar : 
sautholis of ib enaiucie, mnneamenant have been used in several of the chapters. 


has been imposing its techniques on The addition of an index would have 
workers; good management would be improved the over-all usefulness of the 
well-advised to become familiar with book. 





Briefer Book Notes 
[Please order books directly from publishers) 











THE STANFORD-FOOD MACHINERY AMERICAN IDEALS COURSE. By Bertrand Kiass. Stanford Univer- 
sity Press, Stanford, Calif., 1953. 168 pages. $10.00. A research report on an industrial educa- 
tion experiment, this volume describes the course on American history and economics offered 
production, office, and supervisory employees and their wives and husbands at the San Jose 
plants of the Food Machinery and Chemical Corporation. The author includes not only the 
background of the program but also lecture and discussion outlines for each session, background 
reading materials in full, evaluations of films used with the program, and the observations of 
the Stanford Research Institute which were used as the basis for program revisions. Paul L. 
Davies, president of the company, has written the introduction. 


MODERN STAFF TRAINING. By F. J. Tickner. University of London Press, Ltd., Warwick Square, 


London, E.C.4, England. 1952. 159 pages. 12/6. A general review, by the training director 
of the British civil service, of the requirements of training factory workers, office employees, 
supervisors and managers; of setting up and staffing a training department; and of choosing a 
proper training approach in both small and large enterprises. The book also describes for a 
British audience the objectives and curricula of university departments of business administra- 
tion in both the United States and Britain. 


REASONABLE EXECUTIVE COMPENSATION IN DEFENSE INDUSTRIES. By C. Richard Gunzer. Darden 
Associates, 1406 G Street, N.W., Washington 5, D. C. 1953. 20 pages. $3.00. The author 
has analyzed decisions of the Tax Court and of various courts of appeals from 1940 on, to 
cast light on such questions as: What is reasonable compensation for executives in defense 
industries? Is there any difference between the allowance granted by the Bureau of Internal 
Revenue and the Tax Court or higher court when a case is appealed? Does the Renegotiation 
Board follow the Bureau of Internal Revenue’s allowance for executive compensation deductions? 
To help test the strength of an individual case considered for appeal, a check list of favorable 
and unfavorable factors is set forth. 


JOB EVALUATION IN AIRCRAFT INDUSTRIES. By William R. Spriegel and E. Lanham. Personnel 
Studies No. 6. Bureau of Business Research, College of Business Administration, The University 
of Texas, Austin, Texas. 1953. 102 pages. $1.00. Following the pattern of three earlier 
monographs on job evaluation—in insurance companies, banks, and department stores—this study, 
conducted in 23 aircraft factories, covers the procedures and practices followed in installing and 
maintaining job evaluation. Seventeen plans were found in the 23 firms—the majority started 
during the war years 1941-43 and all but one initiated by management. Fifteen firms indicated 
that they had encountered difficulties in operating their programs; the report concludes, how- 
ever that if these fairly common difficulties are understood and anticipated, undesirable effects can 
often be minimized. 


January, 1954 





MANAGEMENT CONTROLS—AN ANNOTATED BIBLIOGRAPHY. By Henry C. Thole. The W. E. 
Upjohn Institute for Community Research, 709 South Westnedge Avenue, Kalamazoo, Mich., 
December, 1953. 40 pages. Single copies gratis. This useful descriptive listing of books and 
articles on the principles and techniques of management controls covers: 1) basic material; 
2) plans and policies; 3) tools for control; 4) appraising and measuring results; and 5) 
company systems of control. The section devoted to writings on the tools of control includes 
titles in the fields of management audits, operations research, checklists, management reports, 
and outside assistance. 


RAILROAD WAGES AND LABOR RELATIONS—1900-1952: An Historical Survey and Summary of 
Results. By Harry E. Jones. Bureau of Information of the Eastern Railways, Grand Central 
Terminal, New York 17, N. Y. 1953. 375 pages. Single copies gratis (supply limited). A 
study covering the development of collective bargaining, wage movements, controversies respect- 
ing rules and practices, and legislation establishing machinery for settlement of disputes in the 
railroad industry, together with a summary of the results for employees, the industry, and 
railroad bondholders and stockholders. 


PUBLICITY FOR PRESTIGE AND PROFIT. By Howard Stephenson and Wesley F. Pratzner. 
McGraw-Hill Book Company, Inc., New York, 1953. 304 pages. $4.50. Treating industrial 
publicity as the most essential ingredient of a public relations program, this book describes the 
techniques of getting the company message heard through the press, magazines, books, meetings, 
television, radio, photographs, brochures, and community relations programs. It stresses the 
ethical responsibilities of the publicity representative and offers pointers which can help him 
win greater acceptance within his own organization. 


COVERAGE AND FORMS. Chilton Co. (Inc.), Chestnut and 56th Streets, Philadelphia 39, Penna. 
1953. 544 pages. $10.00. To acquaint company insurance buyers and insurance salesmen 
with types of coverage they may have overlooked, The Spectator magazine has compiled short 
articles on several hundred different insurance policies. Preceding each article is an outline 
telling what companies will write the policy, how it is written, what it covers or excludes, the 
extent of benefits, and the approximate rates. Also included in the volume are articles on the 
insurance requirements of certain types of risks and industries. 


PROCEEDINGS OF THE EIGHTH ANNUAL TIME STUDY AND METHODS CONFERENCE. The Society for 
Advancement of Management, with the American Society of Mechanical Engineers, Manage- 
ment Division. New York, 1953. 124 pages. $3.50. These 16 papers on the application of 
industrial engineering to new areas and broader problems of management include discussions of 
three major systems of synthetic time standards: basic motion time study; methods-time. measure- 
ment; and the work-factor system. Other papers cover such topics as planning and layout, 
methods and measurement, incentive management, production cost control, productivity measure- 
ment, and fatigue measurement and control. 


PACKAGE DESIGN: THE FORCE OF VISUAL SELLING. By Ladislav Sutnar. Arts, Inc., 667 Madison 
Avenue, New York 21, N. Y., 1953. 128 pages. $9.75. A book of photographs with text 
reduced to brief running commentary, this volume examines the selling qualities in the mass 
market of various types of package designs for food, household items, perfume, and cosmetics. 
Emphasis is upon the development of a philosophy of package design in which simplicity, clarity, 
and visual definition are combined in a “visual selling unit.” 


OTHER PEOPLE’S MONEY. By Donald R. Cressey. The Free Press, Glencoe, IIl., 1953. 191 pages. 
$3.00. In this study of the social psychology of embezzlement, the author cites numerous in- 
terviews with trust violators in developing his theory that a “non-sharable” problem almost 
invariably precedes the criminal violation of financial trust. Most frequently, he found, the 
embezzler does not view his asocial behavior as “stealing’’ but rationalizes that he is essentially 
an honest person who actéd under the stress of an unusual situation. Some implications of 
the theory are set forth in a final chapter. 
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CATALOGUE OF TRAINING MATERIALS. Supplement to The Journal of Industrial Training. 
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East 48 Street, New York 17, N. Y., 1952. $1.00. This catalogue lists an excellent collection 
of training materials which may be borrowed by any company through a loan system set up 
by the American Society of Training Directors Library in conjunction with the Purdue Uni- 
versity Libraries and the Training Materials Exchange Service. The procedure requires merely 
that the borrower go to a campus library or his local public library to request an item (by the 


symbol preceding the title in the catalogue) on an “inter-library loan.” 


Over-all topics covered 


by the hundreds of training pamphlets, manuals, and programs in the exchange include: 
apprentice training; company and product familiarization; management and professional training; 
program development and administration; and plant, sales and service, and supervisory training. 
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PERSONNEL ADMINISTRATION FOR LIBRARIES: 
A Bibliographic Essay. Prepared by Ralph 
E. McCoy. American Library Association, 
Chicago. 1953. 97 pages. $2.25. 


MONEY, DEBT, AND ECONOMIC ACTIVITY. By 
Albert Gailord Hart. Prentice-Hall, Inc., 
New York, 1953. Second edition. 440 
pages. $9.00. 


NATIONAL DIRECTORY OF SAFETY FILMS. Na- 
tional Safety Council, 425 North Michigan 
Avenue, Chicago 11, Illinois. 1953-54 edi- 
tion. 48 pages. 75 cents. 


GENERAL INSURANCE. By John 
Richard D. Irwin, Inc., 
1953. Fourth edition. 


H. Magee. 
Homewood, IIl., 
924 pages. $8.00 


TURRET LATHE AND HAND SCREW MACHINE 
STANDARD DATA: How to Establish Produc- 
tion Standards for Turret Lathes and Screw 
Machines through Standard Data. E. A. Cyrol 
& Company, 120 South La Salle Street, 
Chicago 3, Ill. 1952. 113 pages. $2.00. 


COERCION OF THE WORKER IN THE SOVIET 
UNION. By David Rousset. The Beacon 
Press, 25 Beacon Street, Boston 8, Mass. 
1953. 63 pages. $1.50. 


A CASEBOOK OF LAW AND BUSINESS. By Wil- 
liam H. Spencer and Cornelius W. Gillam. 
McGraw-Hill Book Company, Inc., New 
York, 1953. New second edition. 968 
pages. $8.00. 
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MODERN STATISTICAL METHODS FOR BUSINESS 
AND INDUSTRY PROCEEDINGS. Carnegie In- 
stitute of Technology, Graduate School of 
Industrial Administration, Pittsburgh, Penna. 
1953. 159 pages. $2.00. 


PSYCHIATRY AND MILITARY MANPOWER POLICY: 
A Reappraisal of the Experience in World 
War Il. By Eli Ginzberg, John L. Herma, 
and Sol W. Ginsburg. King’s Crown Press, 
Columbia University, New York, 1953. 66 
pages. $2.00. 


A DICTIONARY FOR 
L. Kohler. 
1953. 


ACCOUNTANTS. By Eric 
Prentice-Hall, Inc., New York, 
453 pages. $7.50. 


ECONOMICS AND TECHNIQUES OF MOTION AND 
TIME STUDY. By J. P. Lesperance. William 
C. Brown Company, 915 Main Street, Du- 
buque, Iowa, 1953. 270 pages. $4.25. 


BUSINESS POLICIES AND MANAGEMENT. By Wil- 
liam H. Newman. South-Western Publish- 
ing Company, Cincinnati, Ohio. 1953, 
Third edition. 952 pages. $5.50. 


NATIONAL DIRECTORY OF SAFETY FILMS. Nation- 
al Safety Council, 425 North Michigan 
Avenue, Chicago 11, Illinois. 1953-54 edi- 
tion. 48 pages. 75 cents. 


MARKETING IN THE AMERICAN ECONOMY. 
By Roland S. Vaile, E. T. Grether, and 
Reavis Cox. The Ronald Press Company, 
15 East 26th Street, New York 10, N. Y. 
1952. 737 pages. $6.00. 





PRICING, DISTRIBUTION, AND EMPLOYMENT: Eco- 
nomics of an Enterprise System. By Joe S. 
Bain. Henry Holt and Company, 383 Madi- 
son Avenue, New York 17, N. Y. 1953. 
Revised edition. 732 pages. $6.50. 


CORPORATE FINANCE. Principles and Practice. 
By Milo Kimball. Littlefield, Adams & Com- 
pany, Ames, Iowa. 1953. 305 pages. 
$1.25. 


EXPERIENCE UNDER NATIONAL WAGE AGREE- 
MENTS. The Bituminous Coal and Flint Glass 
Industries of West Virginia. By Gerald G. 
Somers. Bureau of Business Research, Col- 
lege of Commerce, West Virginia Univer- 
sity, Morgantown, Va. 1953. 82 pages. 
Gratis. 


HOW TO BE A BOARD OR COMMITTEE MEMBER. 
By Roy Sorenson. Association Press, 291 
Broadway, New York 7, N. Y. 1953. 64 
pages. $1.00. 


STANDARD COSTS FOR MANUFACTURING. By 
Stanley B. Henrici. McGraw-Hill Book 
Company, Inc., New York. 1953. New 
second edition. 336 pages. $5.50. 


MANAGEMENT OF INDUSTRIAL ENTERPRISES. 
By Richard N. Owens. Richard D. Irwin, 
Inc., Homewood, Ill. 1953. 669 pages. 
$8.00. 


WHAT YOU SHOULD REALLY KNOW ABOUT 
SELLING. By Syd E. Wilkinson. Sewilk 
Publications, Drawer 3111, University City, 
Missouri, 1953. 288 pages. $5.00. 


BUSINESS ORGANIZATION AND MANAGEMENT. 
By Elmore Petersen and E. Grosvenor Plow- 
man. Richard D. Irwin, Inc., Homewood, 
Ill. 1953. Third edition. 634 pages. $8.00. 


GENERAL INSURANCE. By John H. Magee. Rich- 
ard D. Irwin, Inc., Homewood, Ill. 1953. 
Fourth edition. 924 pages. $8.00. 


ANSWERS TO TAX QUIZ 


(Questions appear on page 55.) 


In all these answers it is assumed that transactions are made in good faith and no special cir- 


cumstances exist which would alter the effect. 


1. b. A joint return is best for husband and 
wife, except for unusual situations, in- 
cluding some involving medical expenses 
and capital losses. It’s wise to figure the 
tax both ways before deciding. If your 
wife uses her exemption in a separate 
return, you are not allowed to claim it 
in yours. 


c. The interest on the first and second 
loans can be deducted as business expense. 
The interest on the third loan is a per- 
sonal deduction, unless you use the 
standard deduction. 


c. Certain types of organizations, such as 
religious and educational associations, are 
not required to pay tax, but you still 
must pay tax on interest received from 
their bonds. 


b. The wages are deductible if they are 


reasonable. The exemption is not lost, 
if she qualifies in all other respects, until 
her gross income reaches $600. 


. b. Permission must be requested within 
the first 90 days of the year to be affected, 
except that application to change to LIFO 
(last-in, first-out) method may be filed 


with your return for 


affected. 

c. Your deduction for a charitable con- 
tribution is the value of the gift at the 
time it is made. You are not considered 
to have realized a taxable gain when you 
give away property that has increased in 
value. 

d. The dependent may be either a U. S. 
citizen or a resident of the U. S., Canada 
or Mexico. 


a. You establish your fiscal year when you 
file your first return after organizing your 
a. You may change it only with 

Government permission, requested at least 
60 days we es the proposed year-end 
date. 


a. But if you had held the stock beyond 
six months you would have had a long- 
term instead of short-term capital gain. 
You would have been taxed on only 50 
per cent of the gain, and in no case would 
the tax exceed 26 per cent of the gain. 


c. The dividends are income to the child, 
provided the gift is considered genuine, 
and no return is required from anyone 
having less than $600 gross income. 


the first year 
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AMA 
GENERAL MANAGEMENT CONFERENCE 


MARCH 9-12 e¢ FAIRMONT HOTEL -« SAN FRANCISCO 








Te KEEP a keen edge on methods and on minds is the ceaseless task of management. 
Even the most successful company must constantly whet and polish its tech- 
niques to meet changing conditions. 


In this year of swift-changing patterns, AMA’s General Management Confer- 
ence offers the leaders of American business a uniquely effective means of sharpen- 
ing their essential business tools. Here, by pooling their skills, their experience, and 
their. vision, forward-looking executives will gain new perspectives to aid them 
in, creative organizational planning and fine-point training of the men they lead. 


At this Conference, authorities in many fields—managers of progressive com- 
panies of many. types and sizes, leading educators, government policymakers— 
will analyze and compare the most effective methods of dealing with top manage- 
ment’s wide responsibilities. You will hear enlightening, down-to-earth discussions 
of such important subjects as: accurately forecasting the economic climate; two- 
way communications to supply facts as a basis for prompt action; corporate con- 
trols that keep a company fit; proved systems for expanding sales and getting more 
profits from present volume; new methods and. ideas in employee relations. 


Among the distinguished sneakers will be: 


HON. JAMES P. MITCHELL 
Secretary of Labor 


J. L. ATWOOD J. WILSON NEWMAN 
President President 
North American Aviation, Inc. Dun & Bradstreet, Inc. 


EUGENE CALDWELL ALDEN G. ROACH 


Vice President and General Manager President Se 
Hyster Co. Columbia-Geneva Steel Division 


U. S. Steel Co. 


ARTHUR HULL HAYS SUMNER G. ROBINSON 


Vice President Vice President for Sales 
Columbia Broadcasting System, Inc. Bigelow-Sanford Carpet Co. 


DON G. MITCHELL GEORGE SHELLENBERGER 
Board Chairman Executive Vice President 
Sylvania Electric Products, Inc. Merchants and Manufacturers Ass'n 


LAWRENCE A. APPLEY 
President 
American Management Association 


INSURE YOUR ATTENDANCE—REGISTER NOW! 


AMERICAN MANAGEMENT ASSOCIATION 
330 West 42nd Street New York 36, N. Y. 





Cen Commandments of Safety 
FOR SUPERVISORS 


Y our job im management places you in a unique position of trust. For not only 
does the company rely on you, as the direct representative of management, to apply 
its policies wisely and fairly; also entrusted to you is the obligation to safeguard the 
well-being of the workers in your charge. No responsibility transcends this in im- 
portance. In this respect your job is akin to the “stewardship” of biblical days: 
As a supervisor, you are indeed your brother's keeper. 





On-the-job accidents represent a serious threat to the physical well-being of your | 
men. Their prevention calls for your constant vigilance. Therefore, if you would 
guide your men safely through their daily work, be yourself guided by these precepts: 


You are a supervisor and thus, in a sense, have two families. Care for your people at 
work as you would care for your people at home. Be sure each of your men undes- 
stands and accepts his personal responsibility for safety. 


Know the rules of safety that apply to the work yeu supervise. Never let it be said 
that one of your men was injured because you were not aware of the precautions 
seansiheud san She tol 


Anticipate the risks that may arise from changes in equipment or methods. Make use of 
the expert safety advice that is available to help you guard against such new hazards, 


Encourage your men to discuss with you the hazards of their work. No job should pro- 
ceed where a question of safety remains unanswered. When you are receptive to the 
ideas of your workers, you tap a source of first-hand knowledge that will help you 
prevent needless loss and suffering. 


Instruct your men to work safely, as you would guide and counsel your family at home 
—-with persistence and patience. 


Follew up your instructions consistently. See to it that workers make use of the safe- 
guards provided them. If necessary, enforce safety rules by disciplinary action. Do not 
fail the company, which has sanctioned these rules—or your workers, who need them. 


Set a good example. Demonstrate safety in your own work habits and personal conduct. 
Do not appear as a hypocrite in the eyes of your men. 


Investigate and analyze every accident—however slight—that befalls any of your men. 
Where minor injuries go unheeded, crippling accidents may later strike. 

Cooperate fully with those in the organization who are actively concerned with 

safety. Their dedicated purpose is to keep your men fully able and on the job and to 
cut down the heavy personal toll of accidents. 


Remember: Not only does accident prevention reduce human suffering and loss; from [J 
the practical viewpoint, it is no more than good business. Safety, therefore, is one of 
your prime obligations—to your company, your fellow managers, and your fellow man. 
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By leading your men into “thinking safety” as well as working safely day by day, 
you will win their loyal support and cooperation. More than that, you will gain in 
personal stature. Good men do good work for a good leader. 
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Nore: Reproductions of these “Ten Commandments of Safety for Supervisors,” in an attractive 
two-color format suitable for framing, are available at moderate cost. For quantity prices, 
address AMA headquarters. 
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